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December 2, 2014

Ms. Melanie M. Hill
Executive Director
State of Tennessee

Health Services & Development Agency
Andrew Jackson Building, Ninth Floor
502 Deaderick Street

Nashville, TN 37243

RE: Certificate of Need Application
Replace & Relocate Linear Accelerator

Dear Ms. Hill:

Enclosed is our Certificate of Need application together with required fee for the above
reference project. We are hopeful that we have provided all necessary information
needed for review; however, should staff have questions or require additional information

we will promptly provide this information.

We look forward to working with you and staff in the review of the proposed project.

( Joser . Winick, FACHE
Senior Vice President,
Planning, Analytics & Business Development

975 East Third Street, Chattanooga, TN 37403 (423) 778-7000 www.erlanger.org



CERTIFICATE OF NEED APPLICATION

Chattanooga-Hamilton County Hospital Authority
D/ B/ A

Erlanger East Hospital

Application To Initiate Radiation Therapy Service
On The Erlanger East Campus
By Replacement & Relocation Of A Linear Accelerator

Currently At Erlanger Medical Center

ERLANGER HEALTH SYSTEM
Chattanooga, Tennessee



Section A

APPLICANT PROFILE

Erlanger East Hospital — Linear Accelerator
CON Application -- Page 2 12/03/14 4:15 PM



Section A: APPLICANT PROFILE

Please enter all Section A responses on this form. All
questions must be answered. If an item does not apply,
please indicate “N/A”. Attach appropriate documentation as
an Appendix at the end of the application and reference the
applicable item Number on the attachement.

1. Name of Facility, Agency, or Institution.

Chattanooga-Hamilton County Hospital Authority
D/ B /A

Erlanger East Hospital

1755 Gunbarrel Road

Hamilton County

Chattanooga, TN 37416

2. Contact Person Available For Responses To Questions.

Joseph M. Winick, Sr. Vice President
Planning & Business Development
Erlanger Health System
975 Last 3™ Street
Chattanooga, TN 37403

(423) 778-8088

(423) 778-7525 -- FAX
Joseph.Winick@erlanger.org -- E-Mail
3. Owner of the Facility, Agency, or Institution.

Chattanooga - Hamilton County Hospital Authority
D/ B/A

Erlanger Health System

975 East 3™ Street

Hamilton County

Chattanooga, TN 37403
(423) 778-7000

4, Type of Ownership or Control.
A. Sole Proprietorship
B. Partnership
Ca Limited Partnership
D. Corporation (For Profit)

Erlanger East Hospital — Linear Accelerator
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Corporation (Not-for-Profit)
Governmental (State of TN or Political Subdivision) X
Joint Venture

Limited Liability Company
Other (Specify)

H o QM A

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER
AND REFERENCE THE APPLICABLE ITEM NUMBER ON ALL
ATTACHMENTS.

-- A copy of the enabling legislation along with
a copy of the certification by the Tennessee
Secretary of State is attached at the end of
this Application.

-— Please note that Erlanger Health System 1is a
single legal entity and Erlanger East
Hospital is an administrative unit of
Erlanger Health System.

5. Name of Management / Operating Entity (if applicable) .

** Not Applicable. **

PUT ALIL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER
AND REFERENCE THE APPLICABLE ITEM NUMBER ON ALL

ATTACHMENTS.
6. Legal Interest in the Site of the Institution
(Check One)
A. Ownership X
Ba Option to Purchase
©. Lease of Years
D. Option to Lease
o Other (Specify)

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER
AND REFERENCE THE APPLICABLE ITEM NUMBER ON ALL
ATTACHMENTS.

7. Type of Institution
(Check as appropriate — more than one
response may apply)

Erlanger East Hospital — Linear Accelerator
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F

Hospital (Specify) X
General Medical / Surgical

Ambulatory Surgical Treatment Center
(ASTC), Multi-Specialty

ASTC, Single Specialty

Home Health Agency

Hospice

Mental Health Hospital

Mental Health Residential Treatment
Facility

Mental Health Institutional Habilitation
Facility (ICF/MR)

Nursing Home

Outpatient Diagnostic Center

Recuperation Center

Rehabilitation Facility

Residential Hospice

Non-Residential Methadone Facility

Birthing Center

Other Outpatient Facility (Specify)

Gy 1 M OO vy,

A

DO Z=H®R"qgH
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Other (Specify)

8. Purpose of Review
(Circle Letter(s) as appropriate — more than one
response may apply)

New Institution
Replacement/Existing Facility
Modification/Existing Facility
Initiation of Health Care Service
As Defined In TCA § 68-11-1607 (4)
(Specify) Linear Accelerator

||

o QW

Discontinuance of OB Services
F. Acquisition of Equipment
G. Change in Beds
[Please note the type of change by underlining
the appropriate response:
Increase, Decrease, Designation,
Distribution, Conversion, Relocation]
H. Change of Location X
I. Other (Specify)

i

i

Erlanger East Hospital — Linear Accelerator
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9. Bed Complement Data
Please indicate current and proposed distribution
and certification of facility beds.

TOTAL

Licensed (%) CON Staffed Beds Beds at
Beds Beds Beds Proposed Completion

Medical 12 44 12 56
Surgical 6 22 6 28
Long-Term Care Hospital

Obstetrical 25 25 25
ICU/CCU 4 4
Neonatal

Pediatric

Adult Psychiatric

Geriatric Psychiatric

Child / Adolescent Psychiatric

Rehabilitation

Nursing Facility (Non — Medicaid Certified)

Nursing Facility Level 1 (Medicaid only)

Nursing Facility Level 2 (Medicare only)

Nursing Facility Level 2
(dually certified Medicaid / Medicare )

ICF / MR

Adult Chemical Dependency

Child and Adolescent Chemical
Dependency

Swing Beds

Mental Health Residential Treatment

Residential Hospice
TOTAL 43 70 43 113

(*) CON Beds approved but not yet in service.

Notes

(1) Erlanger East Hospital also holds a CON for the
transfer of up to 70 additional beds from Erlanger
Medical Center (no. CN0405-047AE). The expansion of
Erlanger East Hospital is in process.

(2) Erlanger East Hospital operates as a satellite facility
of Erlanger Medical Center under the Tennessee Dept. of
Health - License No. 000140.

10. Medicare Provider Number 044-0104

Certification Type General Medical/Surgical

Erlanger East Hospital — Linear Accelerator
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11. Medicaid Provider Number 044-0104 (** See note.)

Certification Type General Medical/Surgical

** Please note that the same provider number for Medicare
has been shown for Medicaid as well. This is because
the individual TennCare MCO's each assign their own
particular provider ID numbers.

12. If this is a new facility, will certification be
sought for Medicare and / or Medicaid ?

Yes No

** Not Applicable - Erlanger East Hospital
currently participates in both the Medicare
and TennCare/Medicaid programs.

13. Identify all TennCare Managed Care Organizations /
Behavioral Health Organizations (MCO’s/BHO’s)
operating in the proposed service area. Will
this project involve the treatment of TennCare
participants ? Yes  If the response to this
item is yes, please identify all MCO’s/BHO’'s with
which the applicant has constracted or plans to
contract.

Discuss any out-of-network relationships in place
with MCO’s/BHO’s in the area.

Response

With the initiation of the Health Care Exchanges
under the Affordable Care Act on January 1, 2014; Blue
Network E enrolled over 10,000 uninsured people and
Erlanger is the only provider in this network. Further, an
additional 7,000 people were enrolled in Blue Network S and
Erlanger is one of only two providers in this network.
Erlanger is the low cost and safety net provider in the
regional service area and participates in narrow networks
to facilitate needed care for those who would otherwise not
be able to receive it.

Erlanger currently has contracts with the
following entities.

Erlanger East Hospital — Linear Accelerator
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A. TennCare Managed Care Organizations

—— BlueCare
-—- TennCare Select
—-— AmeriGroup Community Care

B. Georgia Medicaid Managed Care Organizations

—-— AmeriGroup Community Care
—-— Peach State Health Plan
-—- WellCare Of Georgia

C. Commercial Managed Care Organizations

—— Blue Cross / Blue Shield of Tennessee
- Blue Network P
- Blue Network S
- Blue Network E
- Blue CoverTN
- Cover Kids
- AccessTN
- Blue Advantage
-— Blue Cross of Georgia (HMO & Indemnity)
—-— Bluegrass Family Health, Inc.

(includes Signature Health Alliance)

—— CIGNA Healthcare of Tennessee, Inc.
(includes LocalPlus)

—— UNITED Healthcare of Tennessee, Inc.
(Commercial & Medicare Advantage)

-— Aetna Health

—— Health Value Management D/B/A Choice Care
Network (Commercial & Medicare Advantage)

—— HUMANA (Commercial & Medicare Advantage)

—-— HUMANA Military

—— HealthSpring (Commercial & Medicare Advantage)

—— Windsor Health Plan (Medicare Advantage)

-— Olympus Managed Health Care, Inc.

D. Alliances
-—- Health One Alliance
E. Networks
—— Multi-Plan (includes Beech Street & PHCS)

—-— MCS Patient Centered Healthcare
—— National Provider Network

Erlanger East Hospital — Linear Accelerator
CON Application -- Page 8 12/03/14 4:15PM



—— NovaNet (group health)

—— USA Managed Care Corp.

—-— MedCost

—— Alliant Health Plan

-- Crescent Preferred Provider Organization
—-— Evolutions Healthcare System

-—- Prime Health Resources

-- Three Rivers Provider Network

-- Galaxy Health Network

-- FPirst Health Network

-- Integrated Health Plan

-- Logicomp Business Solutions, Inc.
—-— HealthSCOPE Benefits, Inc.

—— HealthCHOICE (Oklahoma State & Education
Employees Group Insurance Board)

F. Other

-- Alexian Brothers Community Services

Erlanger East Hospital — Linear Accelerator
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PROJECT DESCRIPTION
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Section B: PROJECT DESCRIPTION

Please answer all guestions on 8 %” x 11” white paper,
clearly typed and spaced, identified correctly and in the
correct sequence. In answering, please type the question
and the response. All exhibits and tables must be attached
to the end of the application in correct sequence
identifying the question(s) to which they refer. If a
particular question does not apply to your project,
indicate “Not Applicable (NA)” after that question.

I. Provide a brief executive summary of the project not
to exceed two pages. Topics to be included in the
executive summary are a brief description of proposed
services and equipment, ownership structure, service
area, need, existing resources, project cost, funding,
financial feasibility and staffing.

Response

Erlanger Medical Center, the region’s safety net
provider for adults and children, seeks approval to replace
one of its Linear Accelerators which is now 17 years old
and rclocate it to Erlanger East Hospital. The relocated
Linear Accelerator will be part of a satellite cancer
center which already provides service at Erlanger East
Hospital. It should be noted that Erlanger East Hospital
operates, and is licensed as, a satellite hospital of
Erlanger Medical Center. With the implementation of this
project the Oncology Department at Erlanger East Hospital
will be a full service provider of care to both adults and
children. The departments and services at Erlanger East
Hospital maintain the same core competencies as services
which are offered at Erlanger Medical Center.

Proposed Services & Equipment
Erlanger Medical Center seeks to replace a 17 year old
Linear Accelerator and relocate it to Erlanger East
Hospital. The relocation of the Linear Accelerator
will be part of a satellite cancer center at Erlanger
East Hospital which includes an infusion center and
women’s breast center.

Ownership Structure
The Chattanooga-Hamilton County Hospital Authority is
a governmental unit of the State of Tennessee, created

Erlanger East Hospital — Linear Accelerator
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by a private act of the Tennessee General Assembly in
1976. The hospital authority does business under the
trade names of Erlanger Health System, Erlanger
Medical Center and Erlanger East Hospital, among
others. As a governmental unit, there are no “owners”
per se, other than the people and general public of
the State of Tennessee.

Service Area
The service area for this project is defined as
Hamilton County, Tennessee (Primary), and the nine (9)
counties in Tennessee which surround Hamilton County,
comprised of the Secondary Service Area .. Bradley,
Marion, Grundy, Sequatchie, Bledsoe, Rhea, Meigs,
McMinn and Polk.

Need
Erlanger Medical Center has a need to replace a
seventeen (17) year old Linear Accelerator and
relocate it to Erlanger East Hospital to foster ease
of patient access. The relocation is justified
because an analysis of patient origin for the
Radiation Oncology service at Erlanger Medical
Center shows that of the 482 patients served in 2013,
349 patients (i.e. 72.4%) originated from 10 countics
in Southeast Tennessee as well as some counties in
Northeast Alabama, Northwest Georgia and Southwest
North Carolina. Further, the analysis shows that 217
patients originated from points East of Chattanooga
and the remaining 265 patients originated from points
West of Chattanooga. The relocation of the Linear
Accelerator to Erlanger East Hospital will provide
better access to this service for those patients.

Existing Resources
In addition to the proposed relocation there are
currently 8 other linear accelerators in the service
area (Erlanger Medical Center-1, Memorial Hospital-3,
Parkridge Medical Center - 2, Cleveland Regional
Cancer Center—-1, and Athens Regional Medical Center-
1). The relocation of this Linear Accelerator will
not change or increase the total inventory of Linear
Accelerators in the service area. Erlanger also has a
CyberKnife.

Project Cost
The project cost (per HSDA rules) is $ 10,532,560.
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Funding
The funding for this project will be provided from
operations of Erlanger Health System.

Financial Feasibility
The Projected Data Chart shows a positive financial
result in both years 1 and 2 for the project.

Staffing
Staffing for the satellite cancer center will be 1
Administrative Assistant, 1 Dosimetrist, 1 Simulator
Technologist, 2 Radiation Technologists, 1 Physicist
and 1 Staff Nurse — RN.

II. Provide a detailed narrative of the project by
addressing the following items as they relate to the
proposal.

A, Describe the construction, modification and / or

renovation to the facility (exclusive of major
medical equipment covered by T.C.A. section
68-11-1601 et seqg.) including square footage,
major operational areas, room configuration, etc.
Applicants with hospital projects (construction
cost in excess of $ 5 million) and other facility
projects (construction cost in excess of

$ 2 million) should complete the Square Footage
And Cost Per Square Foot Chart. Utilizing the
attached Chart, applicants with hospital projects
should complete Parts A.-E. by identifying as
applicable nursing units, ancillary areas, and
support areas affected by this project. Provide
the location of the unit/service within the
existing facility along with current square
footage, where, if any, the unit/service will
relocate temporarily during construction and
renovation, and then the location of the
unit/service with proposed square footage. The
total cost per square foot should provide a
breakout between new construction and renovation
cost per square foot. Other facility projects
need only complete Part B.-E. Please also
discuss and justify the cost per square foot for
this project.

Erlanger East Hospital - Linear Accelerator
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If the project involves none of the above
describe the development of the proposal.

Response

The Linear Accelerator will be located in space which
is to be newly constructed. Support areas will be located
on the ground floor of Erlanger East Hospital in renovated
space which is contiguous to the Linear Accelerator. The
space for the replacement Linear Accelerator requires a new
radiation vault and shielding to be installed. The total
area for the radiation therapy service will encompass 7,396
SF including both new construction and renovated space. No
nursing units or other departments will be affected by this
project.

B. Identify the number of beds increased, decreased,
converted, relocated, designated, and/or
distributed by this application. Describe the
reasons for change in bed allocations and
describe the impact the bed change will have on
the existing services.

Response

No acute care beds will be affected by this project.
Erlanger East Hospital also holds a CON for the transfer of
up to 70 additional beds from Erlanger Medical Center (no.
CN0405-047AE). The expansion of Erlanger East Hospital has
occurred in phases and and is in process.

Square Footage & Cost Per Square Foot Chart

The Square Footage & Cost Per Square Foot Chart is
attached to this CON application.

C. As the applicant, describe your need to provide
the following healthcare services (if applicable
to this application):

g Adult Psychiatric Services N/A
2. Alcohol and Drug Treatment for
Adolescents (exceeding 28 days) N/A

Erlanger East Hospital — Linear Accelerator
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3. Birthing Center N/A
4. Burn Units N/A
5. Cardiac Catheterization Services N/A
6. Child and Adolescent Psychiatric Services N/A
7. Extracorporeal Lithotripsy N/A
8. Home Health Services N/A
9. Hospice Services N/A
10. Residential Hospice N/A
11. ICF/MR Services N/A
12. Long-Term Care Services N/A
13. Magnetic Resonance Imaging (MRI) N/A
14. Mental Health Residential Treatment N/A
15. Neonatal Intensive Care Unit N/A
16. Non-Residential Methadone Treatment Centers N/A
17. Open Heart Surgery N/A
18. Positron Emission Tomography N/A
19. Radiation Therapy/Linear Accelerator ** See Below.
20. Rehabilitation Services N/A
21. Swing Beds N/A

Response

Erlanger Medical Center has a need to replace a
seventeen (17) year old Linear Accelerator and relocate it
to Erlanger East Hospital to foster patient access. The
relocation is justified because an analysis of the patient
origin for the Radiation Oncology service at Erlanger
Medical Center shows that of the 482 patients which we
served in 2013, 349 patients (i.e.-72.4%) originated from
10 counties in Southeast Tennessee as well as some counties
in Northeast Alabama, Northwest Georgia and Southwest North
Carolina. The analysis shows that 217 patients originated
from points East of Chattanooga and the remaining 265
patients originated from points West of Chattanooga. The
relocation of the Linear Accelerator to Erlanger East
Hospital will provide better access to this service for
those patients.

D. Describe the need to change location or replace
an existing facility.

Response

An analysis of the patient origin for the Radiation
Oncology service at Erlanger Medical Center shows that of
the 482 patients which we served in 2013, 349 patients

Erlanger East Hospital — Linear Accelerator
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(i.e.-72.4%) originated from 10 counties in Southeast
Tennessee as well as some counties in Northeast Alabama,
Northwest Georgia and Southwest North Carolina. The
analysis shows that 217 patients originated from points
East of Chattanooga and the remaining 265 patients
originated from points West of Chattanooga.

The Erlanger East Hospital campus is approximately 9.9
miles (i.e.-a 23 minute drive time) from Erlanger Medical
Center. BAs such, a need currently exists to place a Linear
Accelerator at Erlanger East Hospital so the patients in
the Eastern portion of the service area will have better
access to this treatment modality.

E. Describe the acquisition of any item of major
medical equipment (as defined by the Agency Rules
and the Statute) which exceeds a cost of § 2.0
million; and/or is a magnetic resonance imaging
(MRI) scanner, positron emission tomography (PET)
scanner, extracorporeal lithotripter and/or
linear accelerator by responding to the
following:

1. For fixed site major medical egquipment (not
replacing existing equipment).

a. Describe the new equipment, including:
1. Total Cost (as defined by Agency Rule).
2 Expected useful life.
3w List of clinical applications to
be provided.
4, Documentation of FDA approval.
Response

The unit to be acquired is a Varian TruBeam
with an estimated useful life of 7 years at a cost of $
3,065,941. A copy of the vendor quote and FDA letter
approving the unit for commercial use are attached to this
CON application.

b. Provide current and proposed schedules
of operations.
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CON Application -- Page 16 12/03/14 4:15 PM



Response

The schedule of operation for the
replacement Linear Accelerator will be 8:00 am - 5:00 pm,
Monday - Friday.

2. For mobile major medical equipment:
List all sites that will be served.

a
b. Provide current and proposed schedules
of operations.

C. Provide the lease or contract cost.

d. Provide the fair market value of the
equipment.

e. List the owner for the equipment.

Response

** Not Applicable. **

35 Indicate applicant’s legal interest in
equipment (i.e.-purchase, lease, etc.).
In the case of equipment purchase include
a quote and/or proposal from an equipment
vendor, or in the case of equipment lease
provide a draft lease or contract that at
least includes the term of the lease and
the anticipated lease payments.

Response

Applicant will purchase the Varian TruBeam
unit. A copy of the quote from Varian is attached to this
CON application.

III. (A) Attach a copy of the plot plan of the site on an
8 3” x 11” sheet of white paper which must
include:

1. Size of site (in acres).
-— The Erlanger East Hospital campus 1s

located on approximately 26.8 acres.
A copy of the plot plan is attached

Erlanger East Hospital — Linear Accelerator
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to this CON application.
2. Location of structure on the site.

-—- Please see the location of the
replacement Linear Accelerator on
the Erlanger East Hospital campus on
the schematic drawing attached to this
CON application.

3 Location of the proposed construction.

—— 1755 Gunbarrel Road
Chattanooga, TN 37416

4. Names of streets, roads or highways that
cross or border the site.

—— Roads that border the site are Gunbarrel
Road and Crane Road.

Please note that the drawings do not need to
be drawn to scale. Plot plans are required
for all projects.

(B) 1. Describe the relationship of the site to
public transportation routes, if any, and to
any highway or major road developments in
the area. Describe the accessibility of the
proposed site to patients/clients.

Response

Erlanger East Hospital is easily accessible
to patients in Chattanocoga and Hamilton County as well as
the surrounding service area; from both primary and
secondary roads. Additionally, the hospital can be easily
accessed via public transportation. Proximal state and
interstate highways provide easy access from Tennessee,
Georgia, Alabama and North Carolina.

The distance from Erlanger East Hospital to
Hamilton Place Mall is 8/10 of a mile, as evidenced by the
map below. Hamilton Place Mall, a regional shopping center
in Chattanooga, is the largest mall in the State of
Tennessee. Because of this, public transportation is
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easily accessible to Gunbarrel Road. Further, Interstate
75 is a major highway and is also within 8/10 of a mile.

- &
ey Q-#B- Chattanooga

=

IV. Attach a floor plan drawing which includes legible
labeling of patient care rooms (noting private or
semi-private), ancillary areas, equipment areas, etc.,
on an 8 ¥»” x 11” sheet of white paper.

NOTE: DO NOT SUBMIT BLUEPRINTS. Simple line drawings
should be submitted and need not be drawn to

scale.
Response
A copy of the floor plan is attached to this CON
application.
V. For a Home Health Agency or Hospice, identify:
A, Existing service area by County.
B. Proposed service area by County.
C. A parent or primary service provider.
D. Existing branches.
E. Proposed branches.

Response

** Not applicable. **
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Section C

GENERAL CRITERIA FOR CERTIFICATE OF NEED
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Section C: GENERAL CRITERIA FOR CERTIFICATE OF NEED

In accordance with Tennessee Code Annotated § 68-11-

1609 (b), “no Certificate of Need shall be granted unless
the action proposed is necessary to provide needed health
care in the area to be served, can be economically
accomplished and maintained, and will contribute to the
orderly development of health care.” The three (3)
criteria are further defined in Agency Rule 0720-4-.01.
Further standards for guidance are provided in the state
health plan (Guidelines For Growth), developed pursuant to
Tennessee Code Annotated § 68-11-1625.

The following questions are listed according to the three
(3) criteria: (1) Need, (2) Economic Feasibility, and (3)
Contribution to the Orderly Development of Healthcare.
Please respond to each question and provide underlying
assumptions, data sources, and methodologies when
appropriate. Please type each question and its response on
8 %” x 11”7 white paper. All exhibits and tables must be
attached to the end of the application in correct sequence
identifying the questions to which they refer. If a
gquestion does not apply to your project, indicate “Not
Applicable (NA)”.

PRINCIPLES OF TENNESSEE STATE HEALTH PLAN

[ From 2011 Update, Pages 5-13 ]

1. Healthy Lives: The purpose of the State Health
Plan is to improve the health of Tennesseans.

Response

Erlanger East Hospital (“EEH”) is a satellite facility
of Erlanger Medical Center (“EMC”), the safety net hospital
for southeast Tennessee; though the hospital also serves
northwest Georgia, northeast Alabama and southwest North
Carolina due to it’s location and the scope and range of
services provided. It is often the only health system
which low-income people, minorities, and other underserved
populations can turn to for treatment. In order to assure
the continued viability of its mission as a safety net
hospital, Erlanger continually strives to provide services
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that are the most medically appropriate, least intensive,
and provided in the most cost-effective health care
setting.

As the safety net provider, a large underserved
population depends on Erlanger to provide needed services.
While it is difficult to predict the outcome of health
reform initiatives, many Tennesseans previously without
health insurance can be expected to elect services which
may have otherwise been postponed. Growth in the elderly
and general population can be expected to increase demand
for oncology services. Surveys of the Chattanooga region
have shown that some 70% or more of area physicians and
surgeons received their training at Erlanger via its
affiliation with the UT College of Medicine which is
located on campus. Based on current residency and
fellowship programs, it can be expected that this trend
will continue with many physicians opting to remain in
Tennessee, at Erlanger.

The proposed modifications to EEH’s physical plant and
Oncology services are consistent with the State Health Plan
because they seek to ensure patient access to appropriate
facilities for Tennesseans in particular. FErlanger is the
safety net for underserved residents in southeast
Tennessee, including the only Children’s Hospital within
100 miles of Chattanooga, Tennessee. Providing enhanced
access for those in need of chronic care regardless of the
patients’ ability to pay has been demonstrated to improve
the health status of those served.

The Chattanooga region, particularly Enterprise South
Industrial Park, located less than 10 minutes away from
Erlanger East Hospital has proven attractive to business
development due to the relatively low cost of labor, cost
of living and absence of personal income tax. Also,
Chattanooga has been recognized as one of the tenth lowest
cost markets from a health care insurance perspective since
the roll out of the Affordable Care Act and the insurance
exchange marketplace.

Volkswagen recently announced that it will invest $600
million in its Chattanooga manufacturing plant, adding a
second automobile line to its production facility. In
doing so, Volkswagen expects to employ an additional 2,000
employees, with the goal to have the second production line
up and running in 2016. Erlanger has a primary care site
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on the Volkswagen campus that serves employees and their
families as well as others in the community. Volkswagen
also has preferred employer status with Erlanger, whereby
employees receive a discount when services are provided.
With this expansion, parts, paint and other suppliers
involved with the manufacturing are also expected to add
employees. Volkswagen has released an additional 300 acres
of property to house as many as twenty additional supply
companies, increasing site employment to 7,500.

Plastic Omnium Auto Exteriors, LLC, a tier one
supplier for Volkswagen, also recently announced that it
will make a $65 million investment in Chattanooga, creating
nearly 200 new positions at opening, with a target of 300
positions within three years. The company has purchased 27
acres in the industrial park where VW is located.

NV Michel Van De Wielke, one of the largest
manufacturers of textile machines in the world indicated it
would relocate to Chattanooga from Dalton, GA, to be closer
to marketplace competitors and challenge rivals for market
share. The plant will employ 35. Chattanooga is the
birthplace of tufting with a long tradition in the flooring
industry and many manufacturers are still in the region.
The company will also relocate its headquarters from
Charlotte, NC, to Chattanooga.

On the health front, area hospitals have also invested
in plant improvements and technology. Memorial Hospital
has just completed a renovation and expansion project of
approximately $ 300 million. Parkridge Health System, an
affiliate of HCA Healthcare, acquired another hospital in
the region (Grandview Hospital) and recently completed
relocation/expansion of its psychiatric facility with
approximately $ 8 million invested. Skyridge Medical
Center, in Bradley County 1s owned by Community Health
System, consolidated two facilities and invested
approximately $ 45 million in upgrades.

A large portion of the employees and families of the
companies located in Enterprise South Industrial Park will
be close to, and served by, Erlanger East Hospital.

Investment in the region is expected to continue
across all industries for the foreseeable future. The
Chattanooga Area Chamber of Commerce expects to meet its
goal of adding more than 15,000 jobs by the end of 2015.
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2, Access To Care: Every citizen should have reasonable
access to care.

Response

Erlanger is designated by TennCare as the safety net
hospital, for underserved residents in southeast Tennessee.
Erlanger’s TennCare / Medicaid utilization and
uncompensated care cost for the last three (3) fiscal years
are presented below.

TennCare / Medicaid Uncompensated
Utilization % Care Cost
FY 2012 29.1 % $ 85.5 M
FY 2013 28.1 % $ 85.1 M
FY 2014 29.4 % $ 86.2 M

Notes

(3) TennCare / Medicaid utilization percentages are based
on gross I/P charges derived from applicant’s
internal records.

(4) Uncompensated care cost estimates were derived from
applicant’s internal records as reported in the notes
to the annual audited financial statements.

(5) Erlanger’s fiscal year begins on July 1 of each year
and ends on June 30 of the following year. For
example, FY 2014 began on July 1, 2013, and ended on
June 30, 2014.

Under the federal Medicare program, an urban hospital
with more than 100 beds needs to serve only 15% of low-
income patients in order to qualify as a “disproportionate
share hospital”. FErlanger clearly shoulders significantly
more than its proportionate share of the care rendered to
this patient population. The State Health Plan favors
initiatives, like the project proposed herein, which help
to foster access to the underserved.

Erlanger Medical Center has the only Level I trauma
center, the only life-flight helicopter service, and the
only children’s hospital in the region. Erlanger is also
the only provider in its service area of Level III neonatal
care and perinatal services. Erlanger Health System is
committed to maintaining its mission of providing
healthcare services to all citizen’s regardless of ability
to pay. Such services include inpatient care, obstetrics,
surgical services and emergency care.
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Erlanger Health System also operates several other
hospitals in Southeast Tennessee, of which Erlanger East
Hospital is a component facility, as well as a network of
physician offices and Federally Qualified Health Centers
(hereinafter “FQHC”) with three (3) locations, so that
patients may easily access needed services while also
facilitating easy access to the broader healthcare delivery
systemn.

3. Economic Efficiencies: The State’s health care
resources should be developed to address the needs of
Tennesseans while encouraging competitive markets,
economic efficiencies, and the continued development
of the state’s health care system.

Response

Historically, EMC has been very cost efficient within
the context of the overall healthcare delivery system. The
inpatient net revenue per admission for local competitors
in Chattanooga, Tennessee, 1s as follows.

Avg. Net Revenue

Hospital Per I/P Admission
Erlanger Medical Center $ 10,579
Memorial Hospital $ 10,968
Parkridge Medical Center $ 15,503
Erlanger East Hospital S 15; 2
Memorial Hospital - Hixson $ 6,556
Parkridge East Hospital $ 5,525
Notes
(1) Information derived from Tennessee Joint Annual Reports
for CY 2013.

To evidence this, with the initiation of the Health
Care Exchanges on January 1, 2014; Blue Network E enrolled
over 10,000 uninsured and Erlanger is the only provider in
this network. Further, an additional 7,000 people were
enrolled in Blue Network S and Erlanger is one of only two
providers in this network as well. It is anticipated that
these additional networks will generate sufficient volume
to keep Erlanger cost efficient.

While offering more complex services and capabilities,
Erlanger has net revenue per inpatient admission lower than
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other large area hospitals. Erlanger Medical Center 1s
economically efficient, while incurring higher costs by
offering more complex services including the only Level I
trauma center, the only life-flight helicopter service, the
only children’s hospital, and the only Level III neonatal
care in southeast Tennessece.

4. Quality Of Care: Every citizen should have confidence
that the quality of health care is continually
monitored and standards are adhered to by health care
providers.

Response

Erlanger Medical Center, which is accredited by The
Joint Commission, participates in periodic submission of
quality related data to the Centers For Medicare & Medicaid
Services through its Hospital Compare program. Erlanger
East Hospital is also accredited by The Joint Commission.
Further, EMC and EEH has an internal program of Medical
Quality Improvement Committees which continually monitor
healthcare services to assure patients of the quality of
care provided. The quality improvement program includes
Erlanger East Hospital. Patients served at Erlanger East
Hospital will have to the same high quality care available
at Erlanger Medical Center.

5. Health Care Workforce: The state should support the
development, recruitment, and retention of a
sufficient and quality health care workforce.

Response

Erlanger Health System has established strong long
term relationships with the region’s colleges, universities
and clinical programs. Erlanger provides clinical sites
for internships and rotation programs in nursing,
radiology, respiratory care and pharmacy, to name a few. A
number of regional universities offer Bachelor degree
programs in nursing and physical therapy. Locally, two
year degrees are available in many clinical allied health
areas with additional programs offering advanced technical
training in Radiological Imaging such as Nuclear Medicine
and Diagnostic Ultrasonography.
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The University of Tennessee — College of Medicine 1is
co-located at Erlanger and includes training of senior
medical students on clinical rotation as well as graduate
medical education for training of residents and advanced
fellowships in various medical specialties, including
surgical specialties, as outlined below.

Residency Programs
Emergency Medicine
Family Medicine
Internal Medicine
Obstetrics & Gynecology
Orthopedic Surgery
Pediatrics
Plastic Surgery
Surgery
Urology (beginning 2015)
Transitional Year

Fellowship Programs
Geriatrics
Hospice & Palliative Care
Orthopedic Surgery - Traumatology
Surgical Critical Care
Vascular Surgery
Colon & Rectal Surgery
Emergency Medicine
Minimally Invasive Gynecologic Surgery
Neuro—-Interventional Surgery
Ultrasound
Cardiology (under development)
Gastroenterology (under development)

Erlanger Health System participates with numerous
schools that provide advanced training in the areas of
nursing and allied health.

[ End Of Responses To Principles Of Tennessee State Health Plan — 2011
Update, pages 5 - 13 ]

GENERAL QUESTIONS CONCERNING NEED, ECONOMIC FEASIBILITY
& CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE
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(T.) NEED

1. Describe the relationship of this proposal toward the
implementation of the State Health Plan, Teneessee'’s
Health: Guidelines For Growth.

(a) Please provide a response to each criterion and
standard in Certificate Of Need Categories that
are applicable to the proposed project. Do not
provide responses to General Criteria and
Standards (pages 6-9) here.

Response

This project is consistent with the Principles Of
The Tennessee State Health Plan as stated in the 2011
update (“Principles”). Applicant has addressed each of the
Principles.

(b) Applications that include a Change of Site for a
health care institution, provide a response to
General Criterion and Standards (4) (a-c).

Response

** Not applicable. **

2, Describe the relationship of this proposal to the
applicant facility’s long range development plans,
if any.

Response

Erlanger Health System currently holds a CON for
expansion of the Erlanger East Hospital campus (No. CN0405-
047AE); a CON to modernize and upgrade the surgical
facilities at Erlanger Medical Center (No. CN1207-034A);
and a CON for a new PET/CT unit at Erlanger Medical Center
(No. CN1307-027R).

As part of the long range development plan for
Erlanger East Hospital, the HSDA approved an extension of
the CON (CN0405-047AE) on September 24, 2014, for the
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transfer of up to 70 additional beds from Erlanger Medical
Center. The expansion of Erlanger East Hospital is in
process.

The goal for Erlanger Health System is to provide a
comprehensive system of care comprised of unduplicated
services while also serving those who are currently under
served and/or those who do not have the ability to pay for
their services. The relocation of the Linear Accelerator
to Erlanger East Hospital is part of our long term plan to
make services more accessible.

3; Identify the proposed service area and justify the
reasonableness of that proposed area. Submit a county
level map including the State of Tennessee clearly
marked to reflect the service area. Please submit
maps on 8 %’ x 11” sheets of white paper marked only
with ink detectable by a standard photocopier (i.e-no
highlighters, pencils, etc.).

Response

The service area for the relocation of the Linear
Accelerator unit is as follows,

Primary Service Area

Hamilton County, Tennessee

Secondary Service Area

Bradley County, Tennessee
Marion County, Tennessee
Grundy County, Tennessee
Sequatchie County, Tennessee
Bledsoe County, Tennessee
McMinn County, Tennessee
Rhea County, Tennessee

Meigs County, Tennessee

Polk County, Tennessee

The service area is reasonable considering that
Erlanger currently serves as the largest primary and

tertiary based provider in Southeast Tennessee. Erlanger
Health System makes available to the outlying communities
services that otherwise would not be available. It should
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be noted that Erlanger attracts patients from a much wider
geography including Alabama, Georgia and North Carolina.

The service area is reasonable because 48.8 % of the
inpatient volume comes from Hamilton County, Tennessee, and
23.3 % of the inpatient volume comes from the 9 county
secondary service area, as illustrated below. The precise
origin of patients within the service area is detailed as
follows for both Erlanger Health System as well as the
regional service area.

EHS -- Radiation Oncology Service Area
In-Patient Origin & Market Share -- CY 2013

Total Total Total %EHS % Svc. Area
Erlanger All Other Svc. Area Pt. Origin Pt. Origin

Hamilton County, TN 13,978 22,980 36,958 48.8% 59.1%
Bradley County, TN 1,873 2,922 4,795 6.5% 7.6%
Marion County, TN 821 1,711 2,532 2.9% 4.0%
Grundy County, TN 263 1,975 2,238 0.9% 3.6%
Sequatchie County, TN 1,043 1,639 2,682 3.6% 4.3%
Bledsoe County, TN 520 631 1,151 1.8% 1.8%
Rhea County, TN 1,148 2,830 3,978 4.0% 6.4%
Meigs County, TN 245 1,257 1,502 0.9% 2.4%
McMinn County, TN 398 4,826 5,224 1.4% 8.4%
Polk County, TN 385 1,107 1,492 1.3% 2.4%
Total - Region 20,674 41,878 62,552 72.1% 100.0%
Outside Senice Area 7,994 27.9%
Total - EHS 28,668 100.0%
Notes
(1) Facility volume information is derived from the THA Health

Information Network market share database for calendar
year 2013, which does not include Hutcheson Medical

Center in Georgia and Skyridge Medical Center in Cleveland,
Tennessee.

The service area for the radiation oncology service at
Erlanger East Hospital will serve patients from the entire
service area, however, it is expected that the patients
most likely to receive service at Erlanger East Hospital
will originate from the area to the East of Chattanooga,
Tennessee.
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EHS -- Radiation Oncology Service
Patient Origin - 2013

Total % EHS East Of
Erlanger Pt. Origin Chattanooga

Hamilton County, TN 231 47.9% 97
Bradley County, TN 28 5.8% 28
Marion County, TN 18 3.7%
Grundy County, TN 4 0.8%
Sequatchie County, TN 18 3.7%
Bledsoe County, TN 7 1.5%
Rhea County, TN 26 5.4%
Meigs County, TN 5 1.0%
McMinn County, TN 5 1.0% 5
Polk County, TN 7 1.5% 7
Other 133 27.7% 80
Total - EHS 482 100.0% 217

% Of
Total

44.7%
12.9%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
2.3%
3.2%

36.9%

100.0%

A map showing the primary and secondary service areas

is attached to this CON application.

4, A, Describe the demographics of the population to be

served by this proposal.

Response

The service area of the applicant is defined
above. Following is a discussion of certain population

trends.

Hamilton County, TN 345,586 357,660
Bradley County, TN 102,186 106,429
Marion County, TN 28,373 28,562
Grundy County, TN 13,499 13,241
Sequatchie County, TN 14,973 16,104
Bledsoe County, TN 12,998 13,162
Rhea County, TN 32,7173 34,049
Meigs County, TN 12,018 12,365
McMinn County, TN 53,187 54,412
Polk County, TN 17,080 17,427

632,673 653,411
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Notes

(1) 2014 and 2019 population figures based on original data
from Claritas and projected forward by EHS.

(2) 2013 service area patient origin figures were derived
from the THA Health Information Network.

The proposed relocation of the Linear Accelerator
fills an essential gap in diagnostic and treatment
capability for Oncology patients. There is not currently a
Linear Accelerator located in East Hamilton County.
Memorial Hospital - Ooltewah holds a CON to relocate a unit
(no. CN1202-004) but that has not yet been implemented.
Placement of a Linear Accelerator in this geography will
serve to provide better access to needed care for those who
may not receive service otherwise.

The elderly and women are prime candidates for
service. It is estimated that the population age 65 and
over in the 10 county service area will increase from
117,435 in 2014 to 137,384 in 2019. This is an increase of
17.0%. Thus, the project envisioned by the instant
application is intended to be of direct benefit to the
senior population.

Women of child bearing age (i.e.-age 15-44) will

comprise 37.6 % of the population. Further, 18.8 % of the
population will be minority (i.e.-Black, Hispanic, Asian,

etc.). Erlanger is committed to serving the population
within the service area, as well as minorities and other
underserved populations. For this reason, Erlanger will

continue to offer services which may not otherwise be
available.

Growth in the service area could exceed forecasts
given the attractiveness of southeast Tennessee to large
employers such as VW, Amazon and Wacker Chemical, which
have already located in the area.

Further, a summary of other demographic
information appears below which outlines TennCare
enrollment and population below the Federal poverty level
by county within the service area compared to the State of
Tennessee.
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Bledsoe Bradley Grundy

amilton Marion

Total Pop. - 2014 12,641 103,308 13,355 347,451 28,556
Total Pop. - 2018 12,599 107,481 13,293 353,577 28,992
Total Pop. - % Change -0.3% 4.0% -0.5% 1.8% 1.5%
Median Age 4 38 38 38 42
Median Household Income $31,888 $40,614 $26,644 $46,544  $39,B17
TennCare Enrollees 2,890 18,850 4,443 57,298 6,198
TennCare Enrollees As % Of Total Pop 22.9% 18.2% 33.3% 16.5% 21.7%
Persons Below Fowerty Lewel 2,920 18,389 3,873 56,287 5,483

Persons Below Powerty Level As % Of Total Pop. ~ 23.1%  17.8% = 20.0%  18.2% 19.2%

Service State Of
McMinn  Meigs Polk Rhea Sequatchie Area Tennessee

Total Pop. - 2014 52,233 12,205 16,604 33,392 15,019 634,764 6,588,608
Total Pop. - 2018 54,203 12,643 16,588 34,790 16,004 650,170 6,833,509
Total Pop. - % Change 3.8% 3.6% 0.1% 4.2% 6.6% 2.4% 3.7%
Median Age ' 39 38 41 38 37 39 38
Median Household Income $38,944 $33,492 $37,235 $36,470 533,181 $26,483 $44,140
TennCare Enrollees 10,660 2,700 3,529 8,080 3,574 118,232 1,241,028
TennCare Enrollees As % Of Total Pop 20.4% @ 221% @ 21.3% ° 24.2% 23.8% 18.6% 18.8%
Persons Below Powerty Level 9,663 2,844 2,956 7,480 2,899 131,142 1,139,845
Persons Below Poverty Level As % Of Total Pop.  185%  23.3%  17.8%  22.4% 19.3% 20.7% 17.3%
B. The special needs of the service area population,

including health disparities, the accessibility
to consumers, particularly the elderly, women,
racial and ethnic minorities, and low-income
groups. Document how the business plans of the
facility will take into consideration the special
needs of the service area population.

Response

As a member facility of Erlanger Health System,
Erlanger East Hospital i1s a component of the safety net for
southeast Tennessee. Often the only hospital which low-
income people, minorities, and other underserved
populations can turn to for treatment is Erlanger. 1In
order to assure the continued viability of its mission as
the safety net provider, Erlanger Health System continually
strives to provide services that are medically appropriate,
least intensive (restrictive), and provided in the most
cost-effective health care setting.

Erlanger East Hospital 1s accessible to patients
in Chattanooga and Hamilton County from both primary and
secondary roads. Additionally, the hospital can be easily
accessed via public transportation. Further, proximal
state and interstate highways provide easy access from
Tennessee, Georgia and Alabama.
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Erlanger has also been responsive to the needs of
employees and families of new businesses like VW, Amazon
and Wacker Chemical which have generated thousands of new
jobs in the area. The proposed project will help ensure
that the service area population have access to services
and facilities consistent with their needs and evolving
industry standards.

It is estimated that the population age 65 and
over in the 10 county service area will increase from
117,435 in 2014 to 137,384 in 2019. This is an increase of
17.0%. Thus, the project envisioned by the instant
application is intended to be of direct benefit to the
senior population.

Women of child bearing age (i.e.-age 15-44) will
comprise 37.6 % of the population. Further, 18.8 % of the
population will be minority (i.e.-Black, Hispanic, Asian,
etc.). Erlanger is committed to serving the population
within the service area, as well as minorities and other
under served populations. For this reason, Erlanger will
continue to offer services which may not otherwise be
available.
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5.4 Describe the existing or certified services, including
approved but unimplemented CON’s, of similar
institutions in the service area. Include utilization
and/or occupancy trends for each of the most recent
three years of data available for this type of
project. Be certain to list each institution and its
utlilization and/or occupancy individually. Inpatient
bed projects must include the following data:
admissions or discharges, patient days, and occupancy.
Other projects should use the most appropriate
measures, e.g., cases, procedures, visits, admissions,
etc.

Response

Memorial Hospital - Ooltewah has an approved but
unimplemented CON to relocate a Linear Accelerator from
Memorial Hospital (No. CN1202-004A).

Utilization data for the three (3) acute care
hospitals in Chattanooga, Tennessee, is presented below.

Primary Acute Cate Hospitals -- Chattanooga, Tennessee
General Utilization Trends

2011 2012 2013

Erlanger Memorlal Parkridge Erlanger Memorial Parkridge Erlanger Memorial Parkridge

Med Ctr  Hospital Med Ctr Med Ctr  Hospital | Med Ctr Med Ctr Hospital Med Ctr
General Acute Care - Admissions 26,343 20,963 7679 27,238 21,395 8,270 27579 20,580 8,145
Inpatient Pt. Days - Acute Care 131,630 | 99,911 39,5639 133,260 = 99485 | 40,134 130,947 95924 39,074
General Acute Care - ALOS 5.00 477 5.15 4.89 465 4.85 4,75 4,66 4.80
ED Visits 89,808 @ 47,946 30,990 91,254 48,322 92,413 46,213 33,926
Total Surgical Patients 31,266 19,988 9,918 31,492 19,808 35,490 19,205 13,264
OB Deliveries 2,639 0 0 2,679 0 2,692 0 0

NOTES
(1) This information is derived from Tennessee Joint Annual
Reports.

Utilization data for radiation oncology service
providers located in the service area is presented below.
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\EHS = Analysis Of Linear Accelerator Utilization In Southeast Tennessee

No. Of Total Avg. Proc's

County Type Facility Name Year Lin Ac's Treatments Per Unit
Hamilton HOSP  Eranger Medical Center 2011 2.0 8,837 4,419
Hamilton HOSP  Memorial Hospital 2011 3.0 19,187 6,396
Hamilton HOSP  Parkridge Medical Center | 2011 2.0 3,672 1,836
Bradley RAD  Clewland Regional Cancer Center 2011 1.0 5,327 5,327
McMinn ASTC  Athens Regional Cancer Center 2011 1.0 3,035 i 3,035

Total >>>>> 9.0 40,058 4,451
Hamilton HOSP  Erlanger Medical Center 2012 2.0 9,516 4,758
Hamilton HOSP  Memorial Hospital ] 2012 3.0 14,914 4,971
Hamilton HOSP  Parkridge Medical Center 2012 2.0 4,120 2,060
Bradley RAD Cleweland Regional C_e;nc_e_r Cen_lar 2012 1.0 5,018 5,018
McMinn ASTC  Athens Regional Cancer Center 2012 1.0 2,717 2,717

Total >>>>> | 9.0 36,285 4,032
Hamilton HOSP _Enanger Medical Center 2013 2.0 9,519 4,760
Hamilton HOSP  Memorial Hospital 2013 3.0 16,734 5,578
Hamiiton HOSP  Parkridge Medical Center 2013 2.0 3,693 1,847
Bradley RAD Cleveland Regional Cancer Center 2013 1.0 5,473 5,473
Mchinn ASTC  Athens Regional Cancer Center 2013 1.0 2,732 2,732

Total >>>>> 9.0 38,151 4,239

NOTES
(1) This information is derived from the Tennessee Health
Services Agency — Major Medical Equipment Registry.

The proposed project does not add a new Linear
Accelrator to the service area. Erlanger simply seeks to
relocate an existing unit. As such, the need criterion
pertaining to Megavoltage Radiation units are not
applicable. The reason for HSDA review 1is due to the new
site for the Linear Accelerator. Please see other CON
applications in Tennessee where other satellite cancer
centers were reviewed with relocation of a Linear
Accelerator.

Memorial Hospital — Ooltewah CN1202-004
Sumner Regional Medical Center CN1408-036

A satellite cancer center at Erlanger East Hospital
complements the radiation oncology program at Erlanger
Medical Center as it will deploy one of Erlanger’s core
competencies as well as foster patient access.

6. Provide applicable utilization and/or occupancy
statistics for your institution for each of the past
three (3) years and the projected annual utilization
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for each of the two (2) years following completion of
the project. Additionally, provide the details
regarding the methodology used to project utilization.
The methodology must include detailed calculations or
documentation from referral sources, and
identification of all assumptions.

Response

Utilization data for Erlanger East Hospital is
presented below.

Erlanger East hospital
General Utilization Trends

e Projected Utilization ==============
2012 2013 2014 2016 2016 2017 2018 2019
General Acute Care - Admissions 2,840 2,709 2,640 2,770 2,791 2,811 2,832 2,853
Inpatient P, Days - Acute Care 5,406 6,161 5,690 6,185 6,231 6,277 6,323 6,370
General Acute Care - ALOS 2.26 227 2.16 223 2.23 223 223 2,23
ED Visits 0 6,100 22,008 24748 25 367 26,001 26851 27,317
Total Surgical Patients 3,182 3,183 3,262 3,188 3,212 3,236 3,260 3,284
OB Deliveries 2,619 2,553 2,508 2592 28N 2,631 2,650 2,669

NOTES
(1) This information is derived from the internal records of
Erlanger Health System.
(2) The trends outlined are based on historical trends. Upon
completion of the expansion project at Erlanger East
Hospital (no. CN0407-047), utilization will be higher.

The projected utilization is based upon a use rate
average calculation for the three (3) year period of 2012,
2013 and 2014. Expected growth could exceed this forecast
based on hospital referral patterns, health reform
initiatives and/or advances in clinical care. Further, the
expansion project for Erlanger East Hospital will result in
additional growth when that project is completed.

(II.) ECONOMIC FEASIBILITY

1. Provide the cost of the project by completing the
Project Costs Chart on the following page. Justify
the cost of the project.

- All projects should have a project cost of at least
$ 3,000 on Line F (minimum CON filing fee). CON
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filing fee should be calculated from Line D. (See
application instructions for filing fee.)

- The cost of any lease should be based on fair market
value or the total amount of lease payments over the
initial term of the lease, whichever is greater.

- The cost of fixed and moveable equipment includes,
but is not necessarily limited to, maintenance
agreements covering the expected useful life of the
equipment; federal, state and local taxes and other
government assessments; and installation charges,
excluding capital expenditures for physical plant
renovation or in-wall shielding, which should be
included under construction costs or incorporated in
a facility lease.

- For projects that include new construction,
modification, and/or renovation; documentation must
be provided from a contractor and/or architect that
support the estimated construction costs.

Response

The Project Cost Chart has been completed on the next
page.
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1e
Ik

PROJECT COST CHART “

A.  Construction And Equipment Acquired By Purchase.

1. Architecural And Engineering Fees 181,542
2. Legal, Administrative, Consultant Fees 0
(Excluding CON Filing Fees)
3. Acquisition Of Site 0
4, Preparation Of Site 0
5. Construction Costs 3,265,900
6. Contingency Fund 525,822
7. Fixed Equipment (Not Included In Construction Contract) 5,351,093
8. Moveable Equipment (List all equipment over $ 50,000) 0
9. Other (Specify) _Technical, Signage, Environmental, etc. 1,184,560

B.  Acquisition By Gift, Donation, Or Lease.

1. Facility (inclusive of building and land) 0
2, Building Only 0
3. Land Only 0
4. Equipment (Specify) 0
5. Other (Specify) 0
C. Financing Costs And Fees.
1. Interim Financing 0
2. Underwriting Costs 0
3. Reserve For One Year's Debt Service 0
4. Other (Specify) 0
D. Estimated Project Cost (A+B+C) 10,508,917
E. CON Filing Fee 23,643
F.  Total Estimated Project Cost (D+E) 10,532,560
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2, Identify the funding sources for this project.

a. Please check the applicable item(s) below and
briefly summarize how the project will be financed.
(Documentation for the type of funding MUST be
inserted at the end of the application, in the
correct alpha/numeric order and identified as
Attachment C, Economic Feasibility-2.)

A. Commercial Loan —-- Letter from lending
institution or guarantor stating favorable
initial contact, proposed loan amount, expected
interest rates, anticipated term of the loan,
and any restrictions or conditions.

B. Tax — Exempt Bonds —-- Copy of preliminary
resolution or a letter from the issuing authority
stating favorable initial contact and a
conditional agreement from an underwriter or
investment banker to proceed with the issuance.

C. General obligation bonds -- Copy of resolution
from issuing authority or minutes from the
appropriate meeting.

D. Grants —- Notification of intent form for grant
application or notice of grant award.

E. Cash Reserves — Appropriate documentation from
Chief Financial Officer.

X E. Other - Identify and document funding from all
other sources.

Response

The project will be funded by continuing operations of
Erlanger Health System. The CFO letter is attached to this
CON application.

3. Discuss and document the reasonableness of the
proposed project costs. If applicable, compare the
cost per square foot of construction to similar
projects recently approved by the Health Services And
Development Agency.
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Response

An analysis of the cost per square foot with similar
projects in Tennessee is below.

Cost Per

Facility CON Number Square Foot
Sumner Regional Medical Center CN1408-036 $ 330.50
Vanderbilt-Maury Radiation Oncology CN1012-053 $ 422.58

The cost estimate for the Linear Accelerator unit has
been certified by Mr. Chuck Arnold, Architect / Planner for
Erlanger via letter dated November 25, 2014 (copy
attached).

The cost per SF for the Linear Accelerator project at
Erlanger East Hospital is $ 441.57. This cost is
reasonable when compared to the projects above,
particularly when considered in relation to time and
location.

4, Complete Historical and Projected Data Charts on the
following two pages — Do not modify the Charts
provided or submit Chart substitutions ! Historical

Data Chart represents revenue and expense information
for the last three (3) years for which complete
information is available for the institution.
Projected Data Chart requests information for the two
(2) years following the completion of this proposal.
Projected Data Chart should reflect revenue and
expense projections for the Proposal Only (i.e.-if the
application is for additional beds, include
anticipated revenue from the proposed beds only, not
from all beds in the facility).

Response
The Historical Data Chart and Projected Data Chart

have been completed. The detail for Other Expenses on the
Historical Data Chart is attached to this CON application.
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HISTORICAL DATA CHART

Give information for the last three (3) years for which complete data are available for the facility

or agency. The fiscal year begins in July (Month).
Year — 2012 Year — 2013 Year — 2014
A. Utilization Data 28,773 28,840 30,098
(Specify Unit Of Measure) _I/P Admits
B. Revenue From Services To Patients
1. Inpatient Services 971,094,413 951,407,744 1,011,698,242
2 Outpatient Services 600,067,032 638,832,332 723,658,840
3. Emergency Services 112,850,427 122,125,184 147,183,286
4 Other Operating Revenue 37,187,604 33,499,831 36,036,026

(Specify) _Home Health. POB Rent, etc.
Gross Operating Revenue

1,721,199,476

1,745,865,091

1,918,576,394

C. Deductions From Operating Revenue
1. Contractual Adjustments

2. Provision For Charity Care

3. Provision For Bad Debt

980,425,997 997,920,752 1,105,607,716
78,323,761 102,150,881 110,213,778
99,422,380 74,808,470 84,222,955

Total Deductions

1,158,172,138

1,174,880,103

1,300,044,449

NET OPERATING REVENUE 563,027,338 570,984,988 618,531,945
D. Operating Expenses
1. Salaries And Wages 277,849,780 275,109,764 276,229,682
2. Physician's Salaries And Wages 35,148,510 36,117,461 42,290,749
3t Supplies 79,185,467 78,028,042 82,925,430
4, Taxes 553,433 536,994 566,101
5. Depreciation 26,569,378 27,373,656 26,732,222
6. Rent 3,632,579 5,341,116 5,209,326
= Interest — Other Than Capital 0 0 0
8. Management Fees:
a. Fees To Affiliates
b. Fees To Non-Affiliates
9. Other Expenses 149,478,971 156,440,656 166,565,645
(Specify) _Insurance, Purch. Svcs., etc.
Total Operating Expenses 572,418,118 578,947,589 600,519,155
E. Other Revenue (Expenses) - Net
(Specify)
NET OPERATING INCOME (LOSS) (9,390,780 ) (7,962,601) 18,012,789
F. Capital Expenditures
1. Retirement Of Principal 7,396,156 7,900,842 8,048,272
2. Interest 9,652,060 8,971,728 8,258,717
Total Capital Expenditures 17,048,216 16,872,570 16,306,989
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES (26,438,996 ) (24,835,171) 1,705,800
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PROJECTED DATA CHART

Give information for the last three (3) years for which complete data are available for the facility

Year 2 |

5,500

6,854,147

6,854,147

4,788,956

68,541

164,783

5,022,280

1,831,867

716,581

27,314

725,826

357,246

1,826,967

4,900

or agency. The fiscal year begins in July (Month).
| Year 1
A. Utilization Data 4,950
(Specify Unit Of Measure) _Treatments
B. Revenue From Services To Patients
1. Inpatient Services
2 Outpatient Services 5,915,479
B Emergency Services
4 Other Operating Revenue
Gross Operating Revenue 5,015,479
C. Deductions From Operating Revenue
1. Contractual Adjustments 4,063,627
2. Provision For Charity Care 59,155
3. Provision For Bad Debt 157,369
Total Deductions 4,280,151
NET OPERATING REVENUE 1,635,328
D. Operating Expenses
1. Salaries And Wages 687,039
2. Physician's Salaries And Wages
3. Supplies 23,916
4. Taxes
5. Depreciation 725,826
6. Rent
7. Interest - Other Than Capital
8. Management Fees:
a. Fees To Affiliates
b. Fees To Non-Affiliates
9. Other Expenses 30,500
(Specify) _ Service Contracts
Total Operating Expenses 1,467,281
E. Other Revenue (Expenses) — Net
(Specify)
NET OPERATING INCOME (LOSS) 168,047
F. Capital Expenditures
1. Retirement Of Principal
2, Interest
Total Capital Expenditures
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES 168,047

4,800
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5. Please identify the project’s average gross charge,
average deduction from operating revenue, and average
net charge.

Response

Following are the average charge amounts per patient.

Average Gross Charge $ 26,291
Average Deduction From Revenue $ 19,023
Average Net Revenue S 7,268
Average Deduction From Revenue
Medicare $ 20,113
TennCare / Medicaid $ 20,955
Average Net Revenue
Medicare S 6,178
TennCare / Medicaid $ 5,336
6. A, Please provide the current and proposed charge

schedules for the proposal. Discuss any
adjustment to current charges of projects that
will result from the implementation of the
proposal. Additionally, describe the anticipated
revenue from the proposed project and the impact
on existing patient charges.

Response

Please see the list of average patient charges by
service line for Erlanger East Hospital and similar
hospitals in Hamilton County, Tennessee, for the calendar
year 2013, attached to this CON application. Applicant
does revise it’s patient charge structure on a periodic
basis (i.e.- usually annually) during the budget cycle each
fiscal year. However, applicant does not anticipate any
changes to existing patient charges specifically as a
result of this project.

B. Compare the proposed charges to those of other
facilities in the service area/adjoining service
areas, or to proposed charges of projects
recently approved by the Health Services And
Development Agency. If applicable, compare the
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proposed charges of the project to the current
Medicare allowable fee schedule by common
procedure terminology (CPT) code(s).

Response

Please see the list of average patient charges by
service line for Erlanger East Hospital and similar
hospitals in Hamilton County, Tennessee, for the calendar
year 2013, attached to this CON application. The average
patient charge for each hospital is as follows.

Erlanger East $ 9,085
Memorial Hospital - Hixson $ 25,131
Parkridge East Hospital $ 29,292

The average charge per Linear Accelerator
treatment for radiation oncology by these providers at
their main campus, for the most recent 3 year period, 1is
below.

EHS -- Analysis Of Linear Accelerator Utilization In Southeast Tennessee

N _ No. Of Total Total Avg. Charge
County Type Facility Name Year Lin Ac's Treatments Revenue Per Treatment
Hamilton HOSP  Erlanger Medical Center 2011 2.0 8,837 0,526,460 1,078
Hamilton HOSP  Memorial Hospital 2011 3.0 19,187 16,490,228 B59
Hamilton HOSF  Parkridge Medical Center 201 2.0 3,672 4,543,551 1,237
Hamilton HOSP  Erlanger Medical Center 2012 2.0 9,616 9,351,026 983
Hamilton HOSP. Memorial Hospital 2012 3.0 14,014 18,121,116 1,215
Hamilton HOSP  Parkridge Medical Center 2012 2.0 4,120 5,301,154 1,287
Hamilton HOSP  Erlanger Medical Center 2013 2.0 9,519 7,999,063 840
Hamilton HOSP  Memorial Hospital 2013 3.0 16,734 25,002,015 1,494
Hamilton HOSP  Parkridge Medical Center 2013 2.0 3,693 5,385,393 1,458

NOTES
(1) This information is derived from the HSDA utilization report
for Linear Accelerators dated August 11, 2014.

7. Discuss how projected utilization rates will be
sufficient to maintain cost effectiveness.

Response
Historically, Erlanger East Hospital has been very

cost efficient within the context of the overall healthcare
delivery system. The inpatient net revenue per admission
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for similar hospitals in Chattanooga, Tennessee, 1s as
follows.

Avg. Net Revenue

Hospital Per I/P Admission
Erlanger East Hospital $ 5,271
Memorial Hospital - Hixson $ 6,556
Parkridge East Hospital $ 5,525

Notes
(1) Information derived from Tennessee Joint Annual
Reports for CY 2013.

8. Discuss how financial viability will be ensured
within two (2) years; and demonstrate the availability
of sufficient cash flow until financial viability is
achieved.

Response

As demonstrated by the Projected Data Chart, the
project is financially viable in both years 1 and 2.

9. Discuss the project’s participation in state and
federal revenue programs including a description of
the extent to which Medicare, TennCare/Medicaid, and
medically indigent patients will be served by the
project. In addition, report the estimated dollar
amount of revenue and percentage of total project
revenue anticipated from each of TennCare, Medicare,
or other state and federal sources for the proposal’s
first year of operation.

Response
Erlanger East Hospital, as a member facility of
Erlanger Health System, currently participates in the
following Federal / State programs.
Federal Medicare
State BlueCare
TennCare Select

AmeriGroup Community Care

Anticipated revenue (gross charges) from Federal and
State sources during year 1 of the project, is as follows.
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Medicare $ 2,550,229
TennCare $ 736,148

10. Provide copies of the balance sheet and income
statement from the most recent reporting period of
the institution and the most recent audited financial
statements with accompanying notes, if applicable.
For new projects, provide financial information for
the corporation, partnership, or principal parties
involved with the project. Copies must be inserted
at the end of the application, in the correct
alpha-numeric order and labeled as Attachment C,
Economic Feasibility-10.

Response

Copies of the following financial statements for
Erlanger Health System are attached to this CON
application.

Interim Balance Sheet & Income Statement Sept. 30, 2014
Audited Financial Statements June 30, 2014

11. Describe all alternatives to this project which were
considered and discuss the advantages and
disadvantages of each alternative including but not
limited to,

A. A discussion regarding the availability of less
costly, more effective, and/or more efficient
alternative methods of providing the benefits
intended by the proposal. If developments of
such alternatives is not practicable, the
applicant should justify why not; including
reasons as to why they were rejected.

Response

The proposed relocation of the Linear Accelerator
to Erlanger East Hospital will fill a gap in oncology
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treatment capability by providing improved convenience in
East Hamilton County. In addition to patient convenience,
placement of the unit at Erlanger East Hospital will
provide better access to this modality of care for the
population of East Hamilton County which Erlanger Health
System serves.

The alternative to this project was to simply
replace the unit on the campus of Erlanger Medical Center
in downtown Chattanooga, Tennessee. However, since the
average driving time from Erlanger East Hospital to
Erlanger Medical Center is approximately 23 minutes, the
best option when considering improved patient distribution
and access is to relocate the Linear Accelerator to
Erlanger East Hospital for patient convenience. As such,
we believe this project is the best solution.

As the safety net hospital in Southeast
Tennessee, it is vital that Erlanger Health System enhance
and update its facilities to provide the best and most
accessible oncology treatment services available for the
communities we serve. As an academic medical center
affiliated with the University of Tennessee College of
Medicine, which is co-located on the Erlanger Medical
Center campus, EHS also seeks to provide appropriate
facilities so as to enhance the training and education of
medical residents and fellows as well as other health
professionals. Updating facilities also means planning for
tomorrow with regard to radiation oncology services for the
regional service area, ensuring that the needs of the
uninsured and/or low income population are being met.

B. The applicant should document that consideration
has been given to alternatives to new
construction, e.g., modernization or sharing
arrangements. It should be documented that
superior alternatives have been implemented to
the maximum extent practicable.

Response

The proposed relocation of the Linear Accelerator
to Erlanger East Hospital will fill a gap in oncology
treatment capability simply by providing better convenience
in East Hamilton County. In addition to patient
convenience, placement of the unit at Erlanger East
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Hospital will provide better access to this modality of
care for the vulnerable population of East Hamilton County
which Erlanger Health System serves.

The alternative to this project was to simply
replace the unit on the campus of Erlanger Medical Center
in downtown Chattanooga, Tennessee. However, since the
average driving time from Erlanger East Hospital to
Erlanger Medical Center is approximately 23 minutes, the
best option when considering improved patient distribution
and access 1s to relocate the Linear Accelerator to
Erlanger East Hospital for patient convenience. As such,
we believe this project is the best solution.

As the safety net hospital in Southeast
Tennessee, it is vital that Erlanger Health System enhance
and update its facilities to provide the best and most
accessible oncology treatment services available for the
communities we serve. As an academic medical center
affiliated with the University of Tennessee College of
Medicine, which is co-located on the Erlanger Medical
Center campus, EHS also seeks to provide appropriate
facilities so as to enhance the training and education of
medical residents and fellows as well as other health
professionals. Updating facilities also means planning for
tomorrow with regard to radiation oncology services for the
regional service area, ensuring that the needs of the
uninsured and/or low income population are being met.

(III.) CONTRIBUTION TO THE ORDERLY DEVELOPMENT
OF HEALTH CARE

1. List all health care providers (e.g., hospitals,
nursing homes, home care organizations, etc.), managed
care organizations, alliances, and/or networks with
which the applicant currently has or plans to have
contractual and/or working relationships, e.g.,
transfer agreements, contractual agreements for health
services.

Response
The most significant relationship between this
proposal and the existing healthcare system is that it will

be part of an existing health system and enhance Erlanger
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Health System’s ability to integrate its services within
the regional service area as the safety net provider,
trauma center and region’s only academic medical center.

By providing these services regardless of a patient’s
ability to pay, the regional healthcare delivery system is
positively impacted by the services envisioned in the
instant application.

The applicant currently has transfer arrangements with
the following hospitals which are owned by Erlanger Health
System.

-— Erlanger Medical Center

-— Erlanger North Hospital

-~— T. C. Thompson Children’s Hospital
-- Erlanger Bledsoe Hospital

Further, Erlanger currently has patient transfer
agreements in place with more than 90 hospitals and other
providers in the four (4) state area. These providers
refer patients to Erlanger because of the depth and breadth
of its programs and services. A copy of the list of
transfer agreements is attached to this CON application.

2, Describe the positive and / or negative effects of the
proposal on the health care system. Please be sure to
discuss any instances of duplication or competition
arising from your proposal including a description of
the effect the proposal will have on the utilization
rates of existing providers in the service area of the
project.

Response

The effects of this proposal will be positive for the
healthcare system because it will deliver the most
appropriate level of care for those who are in need of
service regardless of ability to pay, and will also
distribute needed services across the service area to
foster improved patient access. By providing this
radiation oncology service, the regional healthcare
delivery system is positively impacted by serving as the
“safety net” for those who are otherwise in need of this
highly specialized service.
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3. Provide the current and/or anticipated staffing
pattern for all employees providing patient care for
the project. This can be reported using FTE’'s for
these positions. Additionally, please compare the
clinical staff salaries in the proposal to prevailing
wage patterns in the service area as published by the
Tennessee Dept. Of Labor & Workforce Development
and/or other documented sources.

Response

Clinical staffing for the satellite cancer center at
Erlanger East Hospital is anticipated to be 1
Administrative Assistant, 1 Dosimetrist, 1 Simulator
Technologist, 2 Radiation Technologists, 1 Physicist
and 1 Staff Nurse — RN. Appropriate salary comparison data
is below.

Position EHS Avg. Market Mid-Point
Unit Admin. Asst. S 13.77 $ 12.81
Dosimetrist S 54.18 S 49.60
Simulator Tech. S 34.85 S 32.83
Radiation Tech. $ 24.99 S 32.83
Physicist $ 73.23 $ 78.38
Staff Nurse-RN S 24.95 S 28.02

NOTES
(1) This information is derived from the internal records of
Erlanger Health System.
(2) The market mid-point is derived from the 2014 Hay Group
Salary Survey.

4. Discuss the availability of and accessibility to human
resources required by the proposal, including adequate
professional staff, as per the Dept. Of Health, the
Dept. Of Mental Health & Developmental Disabilities,
and/or the Division of Mental Retardation Services
licensing requirements.

Response

Since this project will relocate a Linear Accelerator
from Erlanger site to another, it is not anticipated that
any additional personnel will be needed. Appropriate
personnel will be transferred from Erlanger Medical Center
to facilitate a smooth transfer of this service.

Erlanger East Hospital — Linear Accelerator
CON Application -- Page 51 12/03/14 4:15 PM



If it is necessary to recruit personnel for this
project, the human resources required will be approached
with a proactive recruitment action plan. Historically,
Erlanger has met staffing requirements by utilizing a
variety of methods. Thus, our approach to fulfill the
staffing plan for the radiation oncology service will
consist of a proactive plan of marketing, screening,
hiring, and training.

The Human Resources Department at Erlanger will work
closely with managers in the transition. The specifics
will be based on the needs of the organization and aligned
with the strategic initiative of the satellite cancer
center. Erlanger has actively been involved in the
WorkForce Development movement on several different levels
within the Chattanooga area and statewide. Current vacancy
rates are below state and national averages.

Erlanger Health System participates with numerous
schools that provide advanced training in the areas of
nursing and allied health. Therefore, Erlanger expects no
difficulty in recruitment of required staff given it’s role
as an academic medical center and it’s affiliations with
colleges and universities offering allied health and
related training programs.

5. Verify that the applicant has reviewed and understands
all licensing certification as required by the State
of Tennessee for medical/clinical staff. These
include, without limitation, regulations concerning
physician supervision, credentialing, admission
privileges, quality assurance policies and programs,
utilization review policies and programs, record
keeping, and staff education.

Response

The Applicant has reviewed and intends to comply with
all licensing and certification requirements imposed by
applicable statutes and regulations.

6. Discuss your health care institution’s participation
in the training of students in the areas of medicine,
nursing, social work, etc. (e.g., internships,
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residencies, etc.).
Response

Erlanger Health System, as the region’s only academic
medical center, has established strong long term
relationships with the region’s colleges, universities and
clinical programs. FErlanger provides clinical sites for
internships and rotation programs in nursing, radiology,
respiratory, pharmacy and surgery technology, to name a
few.

A number of regional universities offer Bachelor
degree programs in nursing and physical therapy. Erlanger
works closely with the University of Tennessee at
Chattanooga to assist nurses transitioning from RN to BSN.
Erlanger provides a teaching environment for staff as well
with various on-the-job training opportunities (ex: CT for
Radiologic Technologist, Certification for LPNs). Locally,
two year degrees are available in many clinical allied
health areas with additional programs offering advanced
technical training in Radiological Imaging such as Nuclear
Medicine, Diagnostic Ultrasonography, etc. Erlanger Health
System participates with numerous schools that provide
advanced training in the areas of nursing and allied
health.

Erlanger has established strong long term
relationships with the region’s colleges, universities and
clinical programs. Erlanger provides clinical sites for
internships and rotation programs in nursing, radiology,
respiratory care and pharmacy, to name a few. A number of
regional universities offer Bachelor degree programs in
nursing and physical therapy. Locally, two year degrees
are available in many clinical allied health areas with
additional programs offering advanced technical training in
Radiological Imaging such as Nuclear Medicine and
Diagnostic Ultrasonography.

The University of Tennessee — College of Medicine 1is
co-located at Erlanger and includes training of senior
medical students on clinical rotation as well as graduate
medical education for training of residents and advanced
fellowships in various medical specialties, including
surgical specialties, as outlined below.

Residency Programs
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Emergency Medicine
Family Medicine
Internal Medicine
Obstetrics & Gynecology
Orthopedic Surgery
Pediatrics

Plastic Surgery

Surgery

Urology (beginning 2015)
Transitional Year

Fellowship Programs
Geriatrics
Hospice & Palliative Care
Orthopedic Surgery - Traumatology
Surgical Critical Care
Vascular Surgery
Colon & Rectal Surgery
Emergency Medicine
Minimally Invasive Gynecologic Surgery
Neuro-Interventional Surgery
Ultrasound
Cardiology (under development)
Gastroenterology (under development)

Erlanger Health System participates with numerous
schools that provide advanced training in the areas of
nursing and allied health.

7. (a) Please verify, as applicable, that the applicant
has reviewed and understands the licensure
requirements of the Dept. Of Health, the Dept. Of
Mental Health & Developmental Disabilities, the
Division of Mental Retardation Services, and/or
any applicable Medicare requirements.

Response

The Applicant has reviewed and intends to comply
with all licensing and certification requirements imposed
by applicable statutes and regulations.

(b) Provide the name of the entity from which the
applicant has received or will receive licensure,
certification, and / or accreditation.
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Licensure: State of Tennessee, Dept. of Health

Accreditation: Joint Commission on Accreditation of
Healthcare Organizations

If an existing institution, please describe the
Current standing with any licensing, certifying, or
accrediting agency or commission. Provide a copy of
the current license of the facility.

Response

Erlanger East Hospital continuously strives to comply
with applicable regulations and make needed changes where
deficiencies may arise to ensure full compliance. A copy
of the current license from the Tennessee Dept. of Health
is attached to this CON application. Further, a copy of
the most recent Letter Of Accreditation from The Joint
Commission is attached to this CON application.

(c) For existing licensed providers, document that
all deficiencies (if any) cited in the last
licensure certification and inspection have been
addressed through an approved plan of correction.
Please include a copy of the most recent
licensure/certification inspection with an
approved plan of correction.

Response

A copy of the most recent licensure/certification
inspection report with an approved plan of correction is
attached to this CON application.

8. Document and explain any final orders or judgments
entered in any state or country by a licensing agency
or court against professional licenses held by the
applicant or any entities or persons with more than a
5 % ownership interest in the applicant. Such
information is to be provided for licenses regardless
of whether such license is currently held.

Response
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** Not Applicable. **

9. Identify and explain any final civil or criminal
judgments for fraud or theft against any person or
entity with more than a 5 % ownership interest in
the project.

Response

** Not Applicable. **

10. If the proposal is approved, please discuss whether
the applicant will provide the Tennessee Health
Services And Development Agency and/or the reviewing
agency information concerning the number of patients
treated, the number and type of procedures performed,
and other data as required.

Response

Applicant will provide the Health Services And
Development Agency with appropriate information in
consideration of this CON application.
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PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of
intent appeared with the mast and dateline intact or submit a
publication affidavit from the newspaper as proof of publication
of the letter of intent.

Attached is a copy of the Letter Of Intent which was filed
with the Tennessee Health Services & Development Agency on
December 2, 2014. The original publication affidavit is
also attached to this CON application.
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DEVELOPMENT SCHEDULE

Tennessee Code Annotated § 68-11-1609(c) provides that a
Certificate of Need is valid for a period not to exceed three (3)
years (for hospital projects) or two (2) years (for all other
projects) from the date of its issuance and after such time shall
expire; provided, that the Agency may, in granting the
Certificate of Need, allow longer periods of validity for
Certificates of Need for cause shown. Subsequent to granting a
Certificate of Need, the Agency may extend a Certificate of Need
for a period upon application and good cause shown, accompanied
by a non-refundable reasonable filing fee, as prescribed by rule.
A Certificate of Need which has been extended shall expire at the
end of the extended time period. The decision whether to grant
such an extension is within the sole discretion of the Agency,
and is not subject to review, reconsideration, or appeal.

1; Please complete the Project Completion Forecast Chart
on the next page. If the project will be completed
in multiple phases, please identify the anticipated
completion date for each phase.

Response

The Project Completion Forecast Chart has been
completed and appears on the following page.

2, If the response to the preceding question indicates
that the applicant does not anticipate completing
the project within the period of wvalidity as defined
in the preceding paragraph, please state below any
request for an extended schedule and document the
“good cause’ for such an extension.

Response

** Not Applicable. **

Erlanger East Hospital — Linear Accelerator
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PROJECT COMPLETION FORECAST CHART

Enter the Agency projected Initial Decision Date, as published in Rule 68-11-1609(c): Mar. 25,2015

Assuming the CON approval becomes the final Agency action on that date; indicate the number of days

from the above agency decision date to each phase of the completion forecast.

PHASE
L.

2.

10.
11.
12.

13.

*)

Architectural and engineering contract signed.

Construction documents approved by the
Tennessee Dept. Of Health.

Construction contract signed.
Building permit secured.

Site preparation completed.
Building construction commenced.
Construction 40 % complete.
Construction 80 % complete.

Construction 100 % complete (approved
for occupancy.

*Issuance of license.
*Initiation of service.
Final Architectural Certification Of Payment.

Final Project Report Form (HF0055).

Days
Required

__ 60

28

Anticipated Date
(MONTH / YEAR)

May. 2015
Jun, 2015

Jul. 2015

Aug. 2015
~ Aug 2015
_ Dec.2015
_ Mar. 2016

Jun, 2016

_ Aug. 2016

Sep. 2016
Sep. 2016

Nov. 2016

Dec.2016

For projects that do NOT involve construction or renovation, please complete items

10 and 11 only.

NOTE - If litigation occurs, the completion forecast will be adjusted at the time of the final

determination to reflect the actual issue date.

Erlanger East Hospital — Linear Accelerator
CON Application -- Page 59
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AFFIDAVIT

STATE OF TENNESSEE

COUNTY OF HAMTLTON

Joseph M. Winick , being first duly sworn, says

that he / she is the applicant named in this application or
his / her / it’s lawful agent, that this project will be
completed in accordance with the application, that the
applicant has read the directions to this application, the
Agency Rules, and T.C.A. § 68-11-1601, et seq, and that the
responses to this application or any other questions deemed
appropriate by the Tennessee Health Services & Development

Agency are true and complete.

/ 7 SIGNATURE 7
beezm®

SWORN to and subscribed before me this Ist of

Decermber |, 20 14 , a Notary Public in and for the
Month Year

State of Tennessee, County of Hamilton.

Shetig Hanp

NOTARY PUBLIC

] & e

My commission expires June 9 , 2018 . & ;"&ﬁ{u{
(Month / Day) ; E

TENNESSEE }

. NOTARY /

£, PUBLIC 5

S
‘2 fO N CO“ \\\\\\
i

L'/

t/; 7
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LETTER OF INTENT
TENNESSEE HEALTH SERVICES & DEVELOPMENT AGENCY

The Publication of Intent is to be published in the Chattanooga Times Free Press, which is a newspaper
of general circulation in Hamilton County, Tennessee, on or before December 10, 2014, for one day.

This is to provide official notice to the Health Services & Development Agency and all interested
parties, in accordance with T.C.A. § 68-11-1601 ez seq., and the Rules of the Health Services &
Development Agency, that Erlanger East Hospital, owned by the Chattanooga-Hamilton County
Hospital Authority ID/B/A Erlanger Health System, with an ownership type of governmental, and to be
managed by itself, intends to file an application for a Certificate of Need to initiate radiation therapy
service with the acquisition of a new Linear Accelerator to be located at Erlanger East Hospital. The
new Linear Accelerator will replace an existing Linear Accelerator at Erlanger Medical Center. If this
project is approved, the number of Linear Accelerators at Erlanger Medical Center will be reduced
from two (2) to one (1). Upon completion there will be no change in the number of Linear
Accelerators in the service area. The Linear Accelerator will complement other Oncology services at
Erlanger East Hospital. The expansion of Erlanger East Hospital (CON No. CN0405-047AE) is in

process. No other health care services will be initiated or discontinued.

The facility and equipment will be located at Erlanger East Hospltal 1755 Gunbarrel Road,
Chattanooga, Hamilton Courity, Tennessee, 37421. The total project cost is estimated to be

$ 10,532,560.00.
The anticipated date of filing the application is December 5, 2014,

The comtact person for this project is Joseph M. Winick, Sr. Vice President, Erlanger Health System,
975 East 3™ Street, Chattanooga Tennessee, 37403, and by phone at (423) 778-7274.

__December 1, 2014 Joseph. Winick@erlanger.org
Date: E-Mail:

Joseph M. mnck

The Letter Of Intent must be filed in triplicate and received between the first and the tenth day of the month, If the
last day for filing is a Saturday, Sunday or State Heliday, filing must occur on the preceding business day. File this

form at the fellowing addresss
Health Services & Development Agengy
Andrew Jackson Building, 9™ Floor

502 Deaderick Street
Nashville, Temmessee 37243

The published Letter Of Intent must contain the following statement pursuant to T.C.A. §68-11-1607(c)(1): (A) Amy
health care institution wishing to oppose a Certificate of Need application must file 2 written notice with the Healh
Services amd Developinent Agency mo later than fifteen (15) days before the regularly scheduled Health Services and
Development Agency meefing at which the application is originally scheduled; and (B) Any other person wnsﬁnmg to
oppese the application must file written objection with the Health Services and Development Agency at or prior to

the consideration of the application by the Agency.
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NOTIFICATION OF INTENT TO APPLY FOR A CERTIFICATE OF NEED

This is to provide official notice to the Health Services & Development Agency and all interested parties, in
accordance with T.C.A. § 68-11-1601 et. seq., and the Rules of the Health Services & Development Agency, that
Erlanger East Hospital, owned by the Chattanooga-Hamilton County Hospital Authority D/B/A Erlanger Health
System, with an ownership type of governmental, and to be managed by itself, intends to file an application
for a Certificate of Need to initiate radiation therapy servica with the acquisition of a new Linear Accelerator
to be located at Erlanger East Hospital. The new Linear Accelerator will replace an existing Linear Accelerator
at Erlanger Medical Center. If this project is approved, the number of Linear Accelerators at Erlanger Medical
Center will be reduced from two (2) to one (1). Upon completion there will be no change in the number of Linear
Accelerators in the service area. The Linear Accelerator will complement other Oncology sefvices at Erlanger East
Hospital. The expansion of Erlanger East Hospital (CON No. CN0405-047AE) is in process. No other health care

seivices will be initiated or discontinued.

The facility and equipment will be located at Erlanger East Hospital, 1755 Gunbarrel Road, Chattanooga,
Hamilton County, Tennessee, 37421. The fotal project cost is estimated fo be
$ 10,532,560.00.

The anticipated date of filing the application is December 5, 2014,

The contact person for this project is Joseph M. Winick, Sr. Vice President, Erlanger Health System, 975 East 3
Street, Chattanooga, Tennessee 37403, and by phone at (423) 778-7274,

Upon written request by interested parties, a local Fact-Finding public hearing shall be conducted. Written
requests for hearing should be sent to:

Health Services & Development Agency
Andrew Jackson Building, 3¢ Floor
502 Deaderick Street
Nashville, Tennessee 37243

Pursuant to T.C.A. § 68-11-1607(c)(1): (A) Any health care institution wishing to oppose a Certificate Of Need
application must file a written notice with the Health Services and Development Agency na later than fifteen (15)
days before the regularly scheduled Health Services and Development Agency meeting at which the application is
originally scheduled; and (B) Any other person wishing to oppose the application must file written objection with
the Health Services and Development Agency at or prior fo the consideration of the application by the Agency.

38072613




27788719
ERLANGER STRATEGIC

STATE OF TENNESSEE
HAMILTON COUNTY

Before me personally appeared Pam Saynes who being duly sworn,
that she is the Legal Sales Representative of the "CHATTANOOGA

TIMES FREE PRESS" and that the Legal Ad of which the attached is
a true copy, has been published in the above said Newspaper and on
the website on the following dates, to-wit:

December 2, 2014
And that there is due or has been paid the "CHATTANOOGA

TIMES FREE PRESS" for publication of such notice the sum of
$672.40 Dollars. (Includes $10.00 Affida harg

o\ P2
v
Sworn to and subscribed before me, this 2nd day of

December 2014. S Me 0'6
2
My Commission Expires 7/20/2016

Chattannngy Times Free Hress



2788719
ERLANGER STRATEGIC

STATE OF TENNESSEE
HAMILTON COUNTY

Before me personally appeared Pam Saynes who being duly sworn,
that she is the Legal Sales Representative of the "CHATTANOOGA
TIMES FREE PRESS" and that the Legal Ad of which the attached is
a true copy, has been published in the above said Newspaper and on
the website on the following dates, to-wit:

December 2, 2014
And that there is due or has been paid the "CHATTANOOGA

TIMES FREE PRESS" for publication of such notice the sum of
$672.40 Dollars. (Includes $10.00 Affidavit Chargg)

(i Mihpp)

Sworn to and subscribed before me, this 2nd day of
(RN
December 2014. \““T\?U s 'C')‘(;'-

-

X/ STATE (2

Chattannoga Times Free YPress



NOTIFICATION OF INTENT TO APPLY FOR A CERTIFICATE OF NEED

This is to provide official notice to the Health Services & Development Agency and all interested parties, in
accordance with T.C.A. § 68-11-1601 et. seq., and the Rules of the Health Services & Development Agency, that
Erlanger East Hospital, owned by the Chattanooga-Hamilton County Hospital Authority D/B/A Erlanger Health
System, with an ownership type of governmental, and to be managed by itself, intends to file an application
for a Certificate of Need to initiate radiation therapy service with the acquisition of a new Linear Accelerator
to be Jocated at Erlanger East Hospital. The new Linear Accelerator will replace an existing Linear Accelerator
at Erlanger Medical Center. If this project is approved, the number of Linear Accelerators at Erlanger Medical
Center will be reduced from two (2) to one (1). Upon completion there will be no change in the number of Linear
Accelerators in the service area. The Linear Accelerator will complement other Oncology services at Erlanger East
Hospital. The expansion of Erlanger East Hospital (CON No, CN0405-047AE) is in process. No other health care

services will be initiated or discontinued.

The facility and equipment will be located at Erlanger East Hospital, 1755 Gunbarrel Road, Chattanooga,
Hamilton County, Tennessee, 37421. The total project cost is estimated to be
$10,532,560.00.

The anticipated date of filing the application is Décember 5, 2014.

The contact person for this project is Joseph M. Winick, Sr. Vice President, Erlanger Health System, 975 East 3¢
Street, Chattanooga, Tennessee 37403, and by phone at (423) 778-7274.

Upon written request by interested parties, a local Fact-Finding public hearing shall be conducted. Written
requests for hearing should be sent to:

Health Services & Development Agency
Andrew Jackson Building, 9 Floor
502 Deaderick Street
Nashville, Tennessee 37243

Pursuant to T.C.A. § 68-11-1607(c)(1): (A) Any health care institution wishing to oppose a Certificate Of Need
application must file a written notice with the Health Services and Development Agency no later than fifteen (15)
days before the regularly scheduled Health Services and Development Agency meeting at which the application is
originally scheduled; and (B) Any other person wishing to oppose the application must file written objection with
the Health Services and Development Agency at or prior to the consideration of the application by the Agency.

38072613
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FRPVATL Ciraetiz 12 lag

SENATE BILL NO. 1499
By Albright, Ortweln

Substituted for: House Bill No. 1514
By Robinson (Hamilten)

AN ACT Te armend Chaptas 197 elthe 1976 TPriva e Acta of Tenncssd ane
B1led “AN ACT To avalt a Covvmmmiel Hocpltal Awthedity bo
ewn ond operate Breronssa Erlanger Hoepltal, T C. Thempioa
Childrea’s Hoopital and other svlated foclities and provids for tha
establishraent and vrgrnizatioa ofn Boerd of Trustees for tha opera.
5o tharuol™ selative to the Boasd of Trusteen of sald Hospital
- Avtherity and the power s6dd Sotics thereod, to the leunnes of bonds
and sther oblipations by the awthority and the pecuring thereol, o
tha Finendad Review Commicree writh respect 8 the puthocityand
the duies and povetri thierrof, and to other providona with respect o
the dutiea and obligations of the nuthodity, end velidatiog ond
suenscting sald Chaptar Ma. $97 and ratifying il octa of the Beard of

Trustess of tha suthority.

BE IT ENACTED. BY THE GENERAL
ASSEMBLY OF THE STATE OF TENNESSEE:

 SECTION 1. Chapter 297 of the Privale Acts of
1976 1s smended by amending Section 1 thereof to

read ax follows:
“SECTION 1. A- governmental Hespital
Authority to be known as the Chaftanocoga-
Hamilton County Hospital Authority, Is hereby
created and established for and on behalf of
Hamilton County, Tennessee, for the purpose of
performing & governmental function by operaling
Baroness Erlanger Hospital and T, C. Thompson
Children’s Hospital and such other similar or
associated hospitals and existing health centers
deemed appropriate to be operated by said
authority as sole operator for the purpose of
providing health care facilities and programs for
the residents of Hamilton County, Tennessee.”

SECTION 2. Chapler 297 of the Private Acts of
1976 is amended by deleting e first paragraph of
Section 2 thercof and by substituting for such
paragraph two new paragraphg’l.o vead as follavrs:

“SECTION 2. The Hospital Authorify shall
be operated upon the tracts and parcels of real
property owned jointly by Hamilton County and
the City of Chattancoga, Tennessee, and on which
are situated the Baroness Erdanger Hospital and
the T. C. Thompson Children’s Hespital or upon
any other real property acquired by the authorily
through eift and purchase. The city and the
county are authorized and directed to convey and
assign all real property constituting the Baroness

Erlanger Hospitsl and the T. C. Thompaon

Children's Hospital to the authority. The city and.

. the county are also suthorized to convey and

L

assign all personal property constituting the
Baroness Erlanger Hospite]l and the T. C.
Thompson Children's Hospital to the authority.

“In the event the authority shall al any time
cease to exist as the operztor of Baroness
Erlanger Hospital, T. C. Thompson Children’s
Hospital and such other similar or assodated
hospitals and existing health centers deemed
appropriafe lo be operated by the authority as
sole operator, the real esfate which was owned on
August B, 1976, by the county and the €y and
conveyed to the authority by the county and the
city, shall revert in fee simple to the cotinty,,
subject to such encumbrances as,may be on said
property kt the time of reversion; provided,
however, that the dty shall have sn option to
require transfer to it of the title to the same
proportion of such real estate as was owned by the
city on such date, subject to such encambrances
on that portion of the real estate,

~ *“If the authority shall a{ any time cease to usa
any such parcel or parcels of said real estate for
hospital or related purposes for a period of two (2)
yeard, then the county and the city shall have the
option to require transfer to them of title to such
parcel or parctls in fez simple, cubject to such
encumbrances 2s may be on said property at the
time of such transfer of title, in the same
proportion as such parcel -or parcels were
previously owned by the county and the city. In
the event that either the county or the city shall
elect not to exercise its option with respect {o any
such parcel or parcels of real estate, then the
other of them shall have the option {o require
transfer to it of the entire parcel or parcels of real
estate in question. In the event that neither the
county nor the cty decides that they wish to
exercise said option, then the authority shall have
the right to dispose of such property in whatever
manner it deems appropriate.” )

SECTION 4. Chapter 297 of the Private Acts of

1976 is amended by amending Section 3 thereof to
read as follows: ~

“SECTION 3. Said Hospita] Authority shall -
be operatled and contvolled by 2 Board of
Truslees consisting of eleven (11) members who
chall serve without compensation bul who shall
be indemnified by the authority for any liability
they might incur while acling in such capacity
other than from culpable negligence. The original
members of the Board of Trustees and their
respective terms of office are declared to be those



_ individuals whose names are set out below, and
upon expiration of such terms the members of the
Board of Tyustees chall be appoinled by the
county judge of the county, the mayor of the city,
the chancellors of the chancery courts, and the
legislative delegation for four (4) year lerms as
provided in the next snceseding paragraph hereol.
The following ire confirmed as the original
_ members of the Board of Trustees and shall hold
. office for terms ending as follows (or untd their

guccessors are appointed):

Torm of
Neroa of Successor 52 be offier
Trvateq ; Appointed by Forpires
“David P. McCallie, D\ Mayoc 11180
Mrw, Vi Kelchrsid County Judpe 11-1-W
Stag Guthrie . Chancellocs 11-1-40
Harry W. McXeldia, Jz. MHayor 11-3-79
Bidert Berwet, Fr. ¢ - Coanty Judse L1140
Doa J, Russall, D Mayor and Coxmty Jodga
) foith approvel of madical
pociety) 11130
J. B Lawtenca Mayoc 11-1-78
ot C. Cuntrill County hadge ©- 11138
Clasde Rawmsssy Legidative Delegation 31170
Charles Orifhin Heyor ' 11437
Focrsst Cate Coanty Fudge I 441

- “The method of appointment of the members
of ttio Board of Trustees after the expiration of
the terms of the original members of ruch board
gzhall be as follows: The mayor of the city shall
appoint four (4) trustees, with the approval of 2
majority of the members of the Board of
Commissioners. The county judge of the county
ghall appoint four (4) trustees, with the approval
of o majority of the members-of the county
council. Said mayor and county judge shall
jointly appoint one (1) trustee with the approval
of the president of the Chattancoga-Hamilton
County Medical Society, Ine., acting with the
approval of a majority of the House of Deleg stes
of said society, and with the approval of 2
majority of the members, respectively, of the
Board of Commissioners and of the county
council. The chancellors of chancery court shall
jointly appoint one (1) trustee, The legislative
delegation shall by a majority vote appoint one
(1) trustee. ’

“Upon the expiration of the term of office of
any trustee, his successor shall be appointed for 2
term of four (4) years by the authority appointing
the trustee whose term has expired. The original
trustees, for all purposes of this section, shall be
considered to have been appointed by the mayor,
the county judge, the chancellors andfor the
legislative delegation as indicated in the above

tabulation.

“All tuch appointments to the Board of
Trustees s provided herein shall be made
without regard to religious preference, race, sex or
national origin, znd in the making of
appointments due consideration thall be given to
making taid Board of Trustees representative, us

“nearly a4 may be practicable, of all residents of
the city and county, including the various racial

. proups therein. : - S
“Any member 56 appointed to the Board of
Trustees may, for reasonable causs, be removed

from his or her office In the same manner and by.

the same authority as auch member. was
appointed towthe office; provided that such
removal ghall be preceded by a full hearing and
adequate notice of such hearing. “Reasonable
“cause’ ghall include, but ghall not be limited to,
misconduct in office, ‘failure to perform duties
prescribed by this act or other applicable law, or
failure to diligently pursue tha objectives for
" which the aythority was created. )
“Yacancies on the Boaird of Trustets caused
by any rcason whatsoever, shall be filled by
appointment of the authority who appointed the
frusteg vecating the office, but without the
necessity of approval otherwise herein required. A
trustea so appointed shall hold officc for the
remainder of the term of the trusfee vaating the
office. ) '
“A member of the Board of Trustees may
gerve as such trustee for not more than cight (8)
consecutive years, excluding any previous service
a5 8 member of the Board of Trustees of Baroness
Erlanger Hospital and/or T. C. Thompson

Children’s Hospital.”

7

. ‘The occupancy of their respective offices by the

praent memers of the Board of Trustees (being
those individuals enumerated in amended Section 3
above) is hereby ratified and confirmed.

SECTION 4. Chapter 297 of the Private Acts of
1976 is amended by repealing Section 4 thereof and
substituting therefor a new Section 4 to read as
follows:

“SECTION 4. Whenever used in this act,
unless a different mezaning clearly appears from
the context, the following terms whether used in
the singular or the plural shall be given the
following respective interpretations:

‘Authority or ‘Hospital Authority’ means the
Chattanooga-Hamilton County Hospital
Authority as created by this act.



“Board of Commissioners’ means the Bozard of

Comimissioners of the aty.

“Board of Trustees’ means the Board of
Trustees of the duthority 13 provided for in this
act.

‘Bonds’ means bonds of the authority
authorized o be fssued by this act. “Advance
refunding bonds® means bonds issued for the
purpose of refunding outstanding bonds which
will neither muture by their terms nor be subject
to and called for redemption within a period of 30
days following the date of fssuance of zaid
advanca refunding bonds.

«Chancellors’ means the Chancellors of the’

Chancery Courts of Hamilton County, Tennessee.
Chief Executive Officet’ means, ng the context
requires, the president of the authority, the mayor
of the city, and the county judge of the county.
‘City’ means the City of Chaitanooga,
T'ennegses. - ’
‘County’ or ‘Humilton County’ means
Hamilton County, Tennesses, .
“County Coundil’ means the county-coundl of
the county. ,
“County Judge” means the county judge’ or
such other chief executive officer of the county as
may be created by subsequent law. :
‘Pinandal Redew Committes” means the

Pinancial Review Committee provided for in this .

act.

‘Hamilton County Siles Tax Agreement
means the agreement between the city and the
county, dated March 23, 1966.

Legislative Delegation” means the Hamilton
County delegation to the Legislature of
Tennecssee, being the Senators and
Representatives elected from those districts lying
in whole or in part in the county.

“Muyor’ means the mayor of the city or such
other chiel executive officer of the éity as may be
created by subsequent law.

‘Notes’ means noles of the authority
authorized to be issued by this act. ‘Short-Term
Notes® means nonrenewable notes having a term
no Jonger than three (3) years. ‘Long-Term Notes®
means renewable short-lerm notes and mnotes
having & term longer than three (3) years.

‘Project” or ‘Fadlity’ ehall mean any one or
combination of buildings, structures ot facilities

owned by the suthority, including the site therefor

and all machinery and equipment therein or
necessaty to the operstion thereof, and shall
include expressly the Baroness Erlanger Hospital
and the T, C. Thompson Children's Hospital.”

SECTION 5. Chapter 297 of the Private Acts of

1976 is amended by repealing Section 6 thereof and

by renumbering Section & thereof as S_cctidn 5.
SECTION 6. Chapter 297 of the Private Acis of

1976 is nmended by renumbering Section 7 thereof na

Section 6 and by amending said renumbered Section

6 to read as followsz
~ “SECTIONG. The Board of Trustees shall be
vested with the full, absolute and complete
authority and responsibility for the complete
operation, management, conduct and control of
the business and affairs of the Hospital Authority
herein created. This authority and responsibility
ghall include, but shall not be limited to, the
establishment, promulgation and enforcement of
the rules, regulations and policies of the
authority, the granting of or the refusal of medical
stafl privileges, the upkeep and maintenance of
all property, the administration of all financlal
affairs of the authority, including pledging of
assets for expansion and improvement of facilities
and any other necessary financial needs of the
authority. The authority shall have, but shall not
be limited to, the following powers together with
all powers incid ental thereto or necessary for the
performance of those hereinafter stated: (1) to
sue and be sued and to prosecute and defend, at

Jaw or in equity, in any court having jurisdiction -

of the subject matter and of the parties; (2} to
have and use an official geal and to alter the same
at pleasure; (3) to acquire, whether by purchase,
construction, exchange, gift, lease, or otherwise,
and o improve, maintain, extend, equip and
furnish hospital and related facilities within the
corporate limits .of Hamilton County, including
- expressly, but without "Jimitation, professional
office buildings, ancillary residence facilities and
data processing facilities, and including all real
and personal properties which the Board of
Trustees may deem necessary in connection
therewith and regardless of whether or not any
such facilities shall then be in existence; (4) to
execute all contracts, agreements and other
instruments with any person, partnership,

corporation, federal, state, county or municipal .

government, including but not limited to the
issuance of bonds, mortgages, notes and other
forms of indebledness, and contracts for the



management of hospital and clinic facilities (but
no such management contract shall exceed twb
(2) years in length); (5) subject to the provisions of
Section 2 hereol, 1o gell, lease, exchange, donate,
and convey any or all of its properiics whenever
its Board of Trustees shall find xny guch action to
be in furtherance of the purposes for-which the
authority was created; (6) to borrow moncy and
tesue its -bonds and notes for the purpose of
carrying out any 6f its powers; (1) as securify for
 the payment of the principal of and interest on
any bonds and notes o0 issued unfl any
agreements made in connection therewith, fo
mortgage and pledge-any or all of its facilities or
any part or parts thereof, whether then owned or
thereafter acquired, and to pledge el or any
portion of the revenues and receipts therefrom or
- from any thereol; (8) to employ and pay
* compensation to such eq:pioytcs, and ‘f;ents,
incduding attorneys, accountants, enginecrs,

architects and financial consultants, as the.Bo‘ard
necessary for the business

of Trustees ghall deem
of the authority; &

make all rules and regulations not Inconsistent

- with the provisions of this act, deemed u;::odient
for the management of the puthority’s affain.

“No contract, except for perronal services or
lease obligations, involving an expenditure
exceeding one thousand doflars {31,000.00), nor
geveral proposed contracts aggregating more than
one thousand dollars (§1,000.00), for !ha. parme
general work or kind of work, supplies or
equipment, shall be awarded until after at Teast

one advertisement in pome newspaper of general
draalation published in the county at least ten
'(10) days before-such contract is awarded or
supplies purchased, and then only to the Jowest
and best bidder. Said bids shall be sealed and
filed with the president or his designes, who shall
publicly open them on the date specified and not
prior thereto. No entire project or purchase
involving the same type of work, equipment or
gupplies shall be split into small coniracts.
Nothing in this paragraph shill be construed to
apply to the issuance of bonds or motes by the
sutherity. :
spurchases and contracts involving an
expenditure of not more than one thusnfud
dollars ($1,000.00) shall be made in conformity
with the rules and regulations adopled by the

Board of Trustees.

“The authority shall prescribe reasonable
rates, fees and charges for the services and

nd (9) to establish bylaws and -

facilities furnished by the authorily and shall
revise such rates, fees and charges from time to
{imne oo as to produce revenue at least sufficient to
pay the principal of and interest on all bonds and
other _obligalions issued by the authority,
including reserves therefor, and to pay the cost of
meintaining and operating its facililies.™
SECTION 9. Chapter 297 of the Privale Acls of
1976 is amended by the addition of a new Section 7

thereto to read as follows:

“SECTION 7. Bxcept as herein otherwise
expressly provided, all bonds issued by 'the
suthority shall be paysble solely out of and
secured by & pledge of all or any portion of the
revenues and receipts derived from the authority’s
projects or of any thereof 23 may be designated In
the proceedings-of the Board of Trustees under
which such obligations shall be authorized to be-
fssued and may be secured by a mortgage or deed
of .trust covering 11l or any part of the projects
from which the revenues and receipts 2o pledged
may be derived, 2.8 such projects may thereafter ba
extended or enlarged; provided, that notes fasued
in anticipation of the issuance of bonds may be
retired out of the proceeds of such bonds. The
proceedings under which the bonds are
authorized and any such morigage or deed of
trust may contuin agresments and provisions
respecting the maintenance of the facilities
covered thereby, the establishment of rates, fees
and charges for the services and facilities
furnished by the authority, the creation and

.maintenance of special funds from the revenues of
the 2uthority and the rights and remedies
available in the event of default, all as the Board
of Trustees shall determine advisable and not in
conflict with the provisions of this act. Each
pledge, mortgage and deed Jf trust made for the
benefit or security of any bonds of the authority
shall continue in effect until the principa] of and
interest on the bonds for the benefit of which the .
same were made chall have been fully paid. In the
event of default in such payment or in any
agreement of the authority made as a part of the
contract under which the bonds were issued,
whether contained in the proceedings authorizing

“the bonds or in any mortgage or deed of trust
executed as security therefor, such payment or
agreement may be -enforced by suit, mandamus,
the appointing of a receiver in equity or by
foreclosure of any such mortgage or deed of trust,
or any one or inore of such remedies.



#guch bonds may be executed and delivered
by the atthority at any time and from time fo
{ime, may be in such focm and denominations and
of such terms and mz turities, may be subject to
redemption prior to maturity either with or with-
out premium, may be in fully registered form or in
bearer form registrable either as to principal of

interest or both, muy bear such coaversion pri-
vileges and be payable in such installments and at
guch time or limes pot exceeding forty (40) years
from the dete thereol, may be payable at such
" place or places whether within or without the
State of Tennessee, muy bear fnterest at such rata
or rales payable at such time or times and at such
place or places and cvidenced In such manner,
" may be executed by such officers of the authority,
and muy contain such provisions not Inconsistent
herewith, all as shall be provided in the proceed-
ings of the Board of Tyustees whereunder the
bonds ghall be authorized to bedrsued. Any bonds
of the authority may be 10ld at public or private
sale for such price and in such manner and from
time to time s may be determined by the Board
of Trustees to be most advantageous, and the
authority muy pay all expenses, premiums and
commissions which its Board of Trustets may
deem necessary or advantageous in connection
with the jssuence thereof. ' .
«proceeds of bonds and notes fssued by the
authority may be used for the purpose of con-
strucling, acquiring, reconstructing, improviag,
equipping, furnishing, bettering, or extending any
project or projects, including the payment of in-
terest on the bonds during construction of any
such project and for six (6) months after the esti-
mated date of completion, the payment of
engineering, fiscal,
and legal expenses incurred in connection with
such project. and the Essuance of the bonds, and
the establishment of 2 reasonable reserve fund for
the payment of principal of and interest on such
bonds in the event of a deficiency in the revenues
and receipts available for such payment. Any
bonds and long-term notes shall, except as herein
otherwise expressly provided, belssued for capital
expenditures and none of the proceeds shall be
used for operational expenditures of routine
maintenance needs. '
after in this paragraph pro-
f bonds and motes ol the
be issued al any lime,
ds and notes of the

“Excepl as herein
vided, the amount ¢
authority which msy
together with any bon
authority then outstan

architectural, bond insurance

Aing, shall not exceed an

amount equal to ninely percent {90% } of the sum . ’

of the value of the existing plant, property and

equipment of the authocity at the time of issuance -

of guch bonds plus the contract price of the im-
provements to be constructed, aequired and in-
gtalled from the proceeds of such bonds, less-(1)

the principal amouat outstanding, if any, ofsuch -

bonds as may have beer: issued by the county for
the expansion, remodeling, repairing, equipping.,
and/or construction of a1l or any part of Baroness
Brlanger Hospital andfor T. C. Thompson
Children's Hospital, and (2) the amount, if any, of
any unfunded portion of the employeés pension

fund of Baroness Erlanger Hospital andfor T. C. . :-

Thompson Children’s Hospital. Plant, property

and equipment fow the purpose of the preceding -

se_ntcnc:o sholl be stated at market value as deter-
mined by a professional appraiser to be selocted
by the Finandal Review Committee. A certificate

of such professiona] appraiser with respect to the -

value of such plant, property and equipment, a
certificate of the county judge of the county with
respect to the amount of outstanding bonds of the
county for such hospital purposes, and a certifi-
cate of the chicf executive officer of the authority
with respect to the unfunded portion of such
employees® pension fund shall each be conclusive
for the purposes ‘of determining the amount of
bonds and notes which may be fssued pursuant to
this paragraph. The limitations expressed in this
paragraph shall not apply to the fasuance of ad-
vance refunding bonds. ) ; ’ .

“The Board of Trustees shall direct in the
proceedings authorizing the issuance of any bonds
of the authority that there shall be set aside and
appropriated as a reserve for the payment of prin-
cipal and interest on ra3d bonds an amount not
Jess than the required amount of principal anc in-
terest on the bonds fulling due during the 12
month period next succeeding the date of issuance
of the bonds’

“Any bonds or notes of the authority al any
time oulstanding may at any time and from time
to time be refunded by.the authority by the is-

suance of its refunding bonds in such amount as

the Board of Trustees may deem necessary, bui-
no_t exceeding the sum of the following: (a) the
principal amount of the obligations being refi-
nanced; (b) applicable redemption premiums
thereon; (¢c) unpaid interest on such obligations to
the date of delivery or exchange of the refunding
bonds; (d} in the event the proceeds from the szle
of the refunding bonds xre to be deposited in trust




as hereinalter provided, interest to necrue on such
obligations from the date of delivery to the first of
any subsequent nvailable redemption date or
dates selected, in its discretion, by the Board of
Trustees, or to the date or dates of maturily,
whichever shall be determined by the Board of
Trustees o be most ndvantageous or RecessaTy to
the authority; and (e) expenses, premiums and
commissions of the suthority, including bond dis-

count, deemed by the Board of Trustees to be .

necessary for the fssuance of the refunding bonds.
A determination by the Board of Trustees that
any vefinancing is advantageous or nectssaxy to
the authority, or that any of the amounts pro-
_yided in the preceding sentence should be in-
duded in such refinancing, or that any of the
obligations to be refinanced should be called for
rédemption on the first or any subsequent avalla-
ble redemption date or permitted to remain ouks-
tanding until their respective dates of maturity,
shall be conclusive. - ’

“Any such refunding may be effected either by
the exchange of the refunding bonds for the
obligations to be refunded thereby with the con-
sent of the holders of the ebligations so to be re-
funded, or by sale of the refunding bonds and the
apphication of the proceeds thereof to the payment
of the obligations to be refunded thereby, in the
manner herein provided.

“Prior Lo the issuance of the refunding bonds,
thé Board of Trustess shall cause notice of fts in-
tention to issue the refunding bonds, identifying

. the obligations proposed to be refunded and set-
ting forth the estimated date of delivery of the re-
funding bonds, to be given to the holders of the
outstanding obligations by publication of 2n ap-

: tice one (1) time each in a newspaper

having gaeral circulation in Hamilton County
and in o finandal newspaper published in New

York, New York, and having national circulation.

As soon a8 practicable after the delivery of the re-

funding bonds, and whether or not any of the
obligations to be refunded are to be called for
redemption, the Board of Trustees shall cause

notice of the issuance of the refur‘:‘ding bonds to be

“given in the manner provided in the preceding

propriste no

senlence.

“If any of the obligations Lo berefunded are to
be called for redemption, the Board of Trustees
ahall cause notice of redemption to be given in the
manner required by the proceedings authorizing
such oulstanding obligalions.

“The principal proceeds from the sale of any
refunding bonds shail be applied only as
follows: either,

(4} to the immedinte payment and relirement
of the obligations being refunded; or

. (b) to the extent not required for the immedi-
ate payment of the obligations being refunded

then such proceeds shall be deposited in trust lo

provide for the payment and retirement of the
obligations being refunded and 'lo pry any ex-
penses incurred in connection with such refund-
ing, but provision may be made for the pledging
and disposition of any surplus, including, without
limitation, provision for thé pledging of any such
surplus to the-payment of the principal of and in-
terest on amy fssue or serics of refunding bonds.
Money in any such frust fund may be Invested in
direct obligations of, or obligations the timely
payment of principal of and interest oa which ars
fully guaranteed by tha United Btates governs
_ment, or obligations of any agency or instrumen-
tality of the United States government, of in cer-

tificates of deposit itzued by a bank or frust comp-

-any located in the'State of Tennesses H such cer«
tificates shall be secured by a pledge of any of paid

obligations having an aggregate morket value, ex-

Autive of accrued interest, equel at Jeast to the
principal amount of the certificates so gecured.

Nothing herein shall be eonstrued ag a limitation
on the duration of any deposit in trust for the
retirement of obligations being refunded but
which shall not have matwred and which ghall not
be presently vedeemable or, if presently redeemas
ble, shall hot have been called for redemption.”

SECTION 8. Chapter 297 of the Private Acts of
1976 is- amended by adding at the end of the third
parigraph of Section 9 thereol a new sentenct to read

as follows:
#A certificate by such actunry with respect Lo the
currency of guch required pension fund contribu-=
tions shall be conclusive for the purpose of deter-
mining compliance by the authority with the pro-
visions of this section.”
SECTION 9. Chapter 297 of the Private Acts of
1976 is amended by adding a new sentence fo the end
of Section 10 thereol, said new sentence to read as

follows: _
“Notwithstanding the foregoing provisions of this
section, nothing herein contained shall be con-
strued as limiting any expenditures made by the
suthority for the payment of principal of and in-

19
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terest on bonds or other obligations issued by the

authority.”

* SECTION 10. Cha

pter 297 of ﬂ;c Privite Acts of
1976 is amended by amending Section 1

1 thereof to

tead as follows:

. “SECTION 11. A Financial Review Commit-

tee shall be created consisting of seven (7) mem-
bers, one (1) of whom shall be Black The mem-
bership shall be composed of the auditor of the

Gity, the auditor of the county, and five (5) other,

persons who are residents of Hamilton County,
three (3) of whom shall be appointed by the coun-
ty judge with the approval of a majority vote of
the county coundl and two {2) of whom shall be
appointed by the mayor with the approval of &
majority vote of the Board of Commissionersj pro-
vided, that i any members of such committee
shall not have been so appointed within 80 days
from the date of approval of this act by the county
council of the county, such members shall
thereupon be appointed by & majority vote of the
members of the legislative delegation.

. #The members of the committes ghall gerve
without compentation. Fhey shall be Indemnified
by the authority for amy ljability they might incur
shile acting in such capacity otherthan for cilpa~
ble negligence. With-the exception of the city audi-
tor and the county auditor, the yemaining mem-
bers shall be initially appointed to staggered
terms as follows: two (2) for terms of three {3)
years; one (1) to be so appointed by the county
judge and one (1) to be .o appointed by the
mayor; two (2) for terms of two (2) years; oue (1)
to be so appointed by the county judge and one (1)
£o be so appointed by the mayor; and one (1) to be
go appointed by the county judge for a term of one
(1} year. Thereafer, each appointee shall serve
for a period of three (3) years” and such ap-
pointee’s s
manner and by the
the person whose term

game official who appointed
has expired. Any person
appointed to fill 2 vacancy for any reason other
than expiration of term of office shall be ap-
pointed to hold office for the remainder of the
term of the member vicating the office. Snid va-
cancy shall be filled in the same manner 13 the
original appointment.

«The Financial Review Commiltee shall
review the proposed issuance of bonds or long-
term notes, te consider if the issuance of said
obligations is within the fiscal ability of the
authority based upon the appropriste precediag

ocessor shall be appointed in the same -

 annuai audits, monthly operating statements sub-

gequent to the closing date of the most recent
audit period included in the most recent annual
audit, additional revenue projections reasonably
snlicipated as e result of the proposed capital ex-
pendilure (taking into zccount any probable
revenue logs during replacement, il any ), and any
other data reasonably bearing upon the fincal
soundness of the issuance of such bonds or long-
term notes. At such time or times s the Board of
Trustess of the authority shall desire to authorize
the issuance of bonds or long-term notes it shall
first submit the proposal to fssue such obligations
to the Financial Review Committee, which com-
mittes shall file its advisory report thereon with

the Board of Trustees within sixty (60) days after

the receipt of such proposal. Upon the filing of
such report with the Board of Trustess, ox alter
sixty (60) days following the date of submission of
guch proposel to such committee, whichever is
earliér, the Board of Trustees muy proceed with
the jssuance of such bonds or long-term notes;
provided, that the submission fo the Financial
Review Committee herein required shall not be
necessary at any time if such committes has not

. then been validly appointed and ¥s not in axis-

tence.

“The Financigl Review Committes ghall an-
nually review the proposed budget prepared by
the Board of Trustees and shall file its report
thereon with the Board of Trustees and the Coun-
ty Coundl.

*All reports of the Financial Review Commit-
tee shall be made to the County Council of the
county, the Board of Commissioners of the city
and the Board of Trustees of the authority, and
shall be considered by the respective governing
bodies with which such reports are filed.”

SECTION 11: Chapter 297 of the Private Acls of .
1976 is gmended by adding six new sections therelo to
be numbered 17 to 22, inclusive, and to read as

follows:

SECTION 17. Notwithstanding any other
provision of this act the counly shall have the op-
tion to purchase all real and personal property of
the authority if either of the following shall have
occurred: .

{a) The authority shall have delaulted in
the payment when due of principal or interest on
any of its bonds or long-term notes then oulstand-

ing; or
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(b) The authority shall have filed written
notice with the county judge thatitis the expectd-
tion of the Board of Trustees of the authaerity that
the authority will 2o default in the puyment of
principal of or interest on any of its bonds or long-
term notes then outstanding on the next succeed -
ing date on which such principal or interest ghall

fall due.

“The purchase price in the event that the -

county shall elect to exercise any such option
ohall be an amount equal to the principal of and
interest to maturity or the first eall date, if any,
whichever shall be eatlier, together with any ap-
plicable premiums, on all bonds and long-term
notes of the authority then outstanding, and the
amount so received by the authority from the
county shall be impressed with & trust in favor of
the holders of such bonds and long-term notes
and shall be used for the payment of principal of
and interest and redemption premiums thereon
and for no-other purpose. | A
“Such purchase option of the county shall be
superior to any right of foreclosure herein permit-
ted, and any mortgage hereinafter granted by the
authority shall recognize and be subject to such
option to purchase. .
“SECTION 18. The authority is hereby

declared to be a public instrumentality acting on

behall of the county, but without the power of

eminent domain, and in that connection to be

fulfilling a public function, and the authority and
. all properties at any Gime puned by it and the in-
come therefrom and all bonds or notes issued by
the authority and the income therefrom shall be
exempt from all taxation in the State of Ten-
nessee. Also, for purposes of the Securities Law of
1955, compiled as Sections 48-1601 through
48-1648, Tennessec Code Annotpted, and any
amendment thereto or substitution therefor,
bonds or notes issued by the authority shall be
deemed Lo be securites issued by a public subdivi-
gion of the Stale of Tennessee.
“SECTION 19. The aulhority shall be a

public nonprofit corporation and no part of its net
earnings remaining after payment of its expenses

ghall inure to the benefit of any individual, ficm

or corporation.

“SECTION 20. Neither the county nor the
city shall in any event be lisble for the payment of
the principal of or interest on any bonds or notes
of the authority or for the performance of any
pledge, mortgage, obligation or agreement of any

A-13

Yind whalsoever which may be undertaken by the
authority, and none of the bonds or notes of the
authority or any of its agreements or obligations
thall be construed to constitute an indebtedness
of cither the county or the dty within the meapiag’
of any constitutional or statutory provision what-

soever.

“SECTION 21. Nothing contained in this act
shall be construed to impuir any contract rights
which may have vested prior Lo the enactment of
this act. - o=

«SECTION 22. It is hereby declared thatthe
purpose of this act is o facilitate adequale
hospital facilities-for the residents of the county.
Bonds may be issued under this act without
regard lo the requirements, restrictions or pro-
cedural provisions contained in any other law,” '

SECTION 12. Chapter 297 of the Private Acts of
1976 is hereby in all respects ratified and confirmed
and gaid sct as herein amended is hereby reenacted
by this General Assembly. . o

SECTION 13. If any provision of this act or the .
application thereof to any person or circumstance s
held invalid, such invalidity shall not affect any ofher *
provisions or application of the act which czn be
given effect without the invalid provision or applica-’
tion, and to that end the provisions of this act are
declared to be severable. .

SECTION 14. This act shall have no effect unless
it is approved by & two-thirds vote of the County
Council of Hamilton County. Its approval or nonap-
proval shall be proclaimed by the presiding officer of
the county council and certified by such officer to the
Secretary-of State. . :

SECTION 16. For the purpose of approving this
act as provided in Section 14 %t shall take effect on’
becoming law, the public.welfare requiring it, but for
all other purposes it shall be effective only upon bting
approved as provided in Section 14.
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November 26, 2014

To: Ms. Melanie Hill, Executive Director
Heaith Services and Development Agency
State of Tennessee
161 Rosa L. Parks Blvd.

Nashville, TN 37243

Re: Verification of the CON Budget Summary
Erlanger East Campus
Radiation Therapy Center
EHS Project #459600 i
1751 Gunbarrel Road !
Chattanooga, TN 37421

Dear Ms. Hill,

The proposed Radiation Therapy Center for the Erlanger East Campus, EHS Project #459600,
will consist of three parts; (a) Renovation of 7,396 s.f. for the new Radiation Therapy Center at a
projected project cost of $8,709,917; (b) Relocation of the Outpatient Pharmacy service, 1,600
s.f. at a projected project cost of $190,652.00; (c) Relocation of the Inpatient Pharmacy service,

1,200 s.f. at a projected project cost of $149,364.00.

Submission of an opinion of probable costs, we as the owner, accept and understand we do not
have any control over materials, labor, or equipment availability, current market conditions, or the
projected contractor's method of pricing. The EHS Planning and Construction Department's
projections of probable project costs are based on a compilation of historical data of similar
projects, and industry standard prescribed methods of estimating.

Additional planning and design work to be completed by a selected architect-of-record, will be
compliant with all applicable federal, state, and local codes and ordinances, to include the current
adopted Tennessee Department of Health licensing requirements. The final design will conform
the equipment manufacturer's specifications and a Medical Physicist's recommendations.

In our opinion the projected costs are reasonable for this scope of work, size, and type of project,
and compares favorably with similar projects within this market. If you have any further questions
or comments please feel free to contact me at 423 778 6510 (of), or chuck.arnold@erlanger.org.

Stk Arnold, Architect/Plafiner
Erlanger Health System
TN License 102349

Enc.

B75 €. Third Stveet, Chattanvoga, TN 37403
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To: Ms. Melanie Hill, Executive Director
Health Services and Development Agency
State of Tennessee
161 Rosa L. Parks Bivd.

Nashville, TN 37243

Re: Verification of the CON Budget Summary
Eranger East Campus
Radiation Therapy Center
EHS Project #459600
1751 Gunbarrel Road
Chattanooga, TN 37421

Dear Ms. Hill,

The proposed Radiation Therapy Center for the Erlanger East Campus, EHS Project #459600,
will consist of three parts; (@) Renovation of 7,396 s.f. for the new Radiation Therapy Center at a
projected project cost of $8,709,917; (b) Relocation of the Qutpatient Pharmacy service, 1,600
s.f. at a projected project cost of $190,652.00; (¢) Relocation of the Inpatient Pharmacy service,
1,200 s.f. at a projected project cost of $149,364.00.

Submission of an opinion of probable costs, we as the owner, accept and understand we do not
have any control over materials, labor, or equipment availability, current market conditions, or the
projected contractor's method of pricing. The EHS Planning and Construction Department’s
projections of probable project costs are based on a compilation of historical data of similar
projects, and industry standard prescribed methods of estimating.

Additional planning and design work to be completed by a selected architect-of-record, will be
compliant with all applicable federal, state, and local codes and ordinances, to include the current
adopted Tennessee Department of Health licensing requirements. The final design will conform
the equipment manufacturer's specifications and a Medical Physicist's recommendations.

In our opinion the projected costs are reasonable for this scope of work, size, and type of project,

and compares favorably with similar projects within this market. If you have any further questions
or comments please feel free to contact me at 423 778 6510 (of), or chuck.arnold@erlanger.org.

Sin

k Arnold, Architect/Plafiner
Erlanger Health System
TN License 102349

Enc.
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o . Prepared by:

i i'J'

LAWYERS TITLE AND ESCROW, INC. o
DOME BUILDING WARRANTY DEED ROBERT L. BROWN, Allorney A _ o)
736 Georgia Avenue ' 100 Dome Building
Chattanooga, Tn. 37402 736 Georgia Avenue
* Chattanooga, Tn. 37402

(615) 756-4154 4
boox 3D Jprce 712

" November 15, 1988

880536 DATE:

FILE NO.
crs

THIS INDENTURE between

JAMES C. HUDSON, JR, AND WIFE, SHARON D. HUDSON,

as party or parties of the first parl, hereinafter called Grantor, and

CHATTANOOGA-HAMILTON COUNTY HOSPITAL AUTHORITY, A GOVERNMENTAL HOSPITAL AUTHORITY,
s

as party or parlies of the second part, hereinafter called Grantee (the words - Grantor and’ Grantee" to include the parties
named herein and their respective heirs, successors and assigns); N
WITNESSETH that Grantor, for and in consideration of the sum of One Dollar and other good and valuable considerations, the
receipt whereof is hereby acknowledged, does hereby convey to Grantee in fee simple, the following described property:
All that tract or parcel of land lying and being in the City of Chattanooga, Hamilton
County, Tennessee, being a part of the Northwest Quarter of Section 14, Township 2,
South, Range 3, West of the Basis Line, Ocoee District and being more particularly

Beginning at the intersection of the southern right-of-way of Crane Road

described as:
thence South

(allowing for a width of 50 feet) with the western line of Gunbarrel Road;
23 degrees 00 minutes 35 seconds West along said western right-of-way 1313.76 feet to a
point; thence North 66 degrees 22 minutes West 934.73 feet to the southeast corner of
Lot 14, Eastover Acres Subdivision, as shown by plat recorded in Plat Book 24, Page 40,
in the Register's Office of Hamilton County, Tennessee; thence along the eastern line
of Eastover Acres Subdivision, North 22 degrees 56 minutes East 1071.8 feet to a point;
thence along the southeastern line of Eastover Acres Subdivision, North 48 degrees 55
minutes East 267.6 feet to a point on the southern right-of-way of Crane Road; thence
along said southern right-of-way of Crane Road, South 66 degrees 22 minutes East 819.24
feet to the point of Beginning. Said tract containing 27.89 acres as shown on survey

by Alfred L. allen dated October, 1987,
Being the same property conveyed by deeds recorded in Bok 2090, Page 227 and Book 3444,
Page 417, said Register's Office.

This conveyance is made subject only to the following:

Sewer easement to City of Chattanocoga, recorded in Book 2448, Page 305, saild

Register's Office.

Utility easement, the center line of which runs along the eastern and southeastern
lines of Eastover Acres, as shown by plat recorded in Plat Book 24, Page 40, said

Register's Office.

Anchor easement in the southwest corner of the property as shown on said plat.

Matl Tax Nolice to Map Parcel No.

SAME 158D-G-27

Address ol Grantee
Sr. Vice President - Finance
Chattanonga-Hamilton County
Hospital Authority
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/ TO HAVE AND TO HOLD said property and ali rights appurtenant thereto. to Grantee forever in FEE SIMPLE.

Grantor warrants that Grantor is lawfully seized and possessed of said properly, has full powar and fawful authority 1o conve:y A 21
&5 as set forth herein, and that Grantor will -~

ims of all persons whomsoever.

' same, that Granlor's title is marketable, clear, free and unencumbered &
forever defend the right and title to said property unto Grantee against

IN WITNE°S WHEREOF. Grantor has signed and sealed this Deed th¢ d and year above wrinen.

| HWE

Sharol D. Hudson

NO TRANSFER TAX DUE
) : SARAH P. DeFRIESE

TRELTiF s »TIOH

s
11/15/788 CONV 1+255,050.00 v 13
11/15/88 W/DD &.00 *¥8.00 B
STATE OF TENNESSEE i COUNTY OF ___ HAMILTON

Before me, ihe undersigned Notary Public of the state and .county aforesaid, personally appeared
James C. Hudson, Jr. and wife, Sharon D, Hudson
the within named bargainor, with whom | am personally acquainted, or proved to me on the basis of satisfactory ﬁwdence. and

who acknowledged that they executed the within instrument for the purposes therein contalned
WITNESS my hand. at office, this __L5th _ day of _ November
Date of Expiration of Commission: 8-12-89 ,C:Jéld.} L K/@ "‘”‘/
Notary Public (SEAL)
" '_I
STATE OF COUNTY OF

the undersigned Notary Public of the state and county aforesaid, personally appeared

Before me,
, with whom [ am personally

acquainted, or proved to me on the basis of satisfactory evidence, and who, upon oath, acknowledged himself to be
the of the the within

named bargainor, a corporation, and thal he. as such officer, executed the foregoing astrument for lﬁe purpose therein
contained, by signing the name of the corporation by himself as such officer.

WITNESS my hand, at office, this —________day of .19
Date of'Expiration of Commission:

Notary Public (SEAL)
STATE OF TENNESSEE COUNTY OF HAMILTON

The undersigned (Grantee hereby swears or alfirms that Ihc actual consideration for this transfer, or value of the properly
transferred. whichever 1s greater. is § f > 95 % 060.2 which amount is equal to or greater than the amount which

the property translerred would command at a !alr and volunlarﬁe

Signed and sworn to or affirmed before me on this the_l_&g:lay ol LJ O .18 z>

8-12-89 (_Za é;_} L @ﬂh w,(/

Notary Public (SEAL)

Date of Expiralion ol Commission
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December 2, 2014

Ms. Melanie M. Hill, Executive Director
Tennessee Health Services & Development Agency
Andrew Jackson Building, 9™ Floor

502 Deadrick Street

Nashville, TN 37243

RE: Linear Accelerator
Erlanger East Hospital

Dear Ms. Hill,

This letter serves to confirm Erlanger’s intent to cover the cost of the new Linear
Accelerator of $ 10,532,560 with funds from operations; subject to CON approval as well
as approval of the Chattanooga-Hamilton County Hospital Authority.

Please let me know if you have any questions or need further information. Thank you for
your consideration.

Sincerely,

() 2 g%
J. Britton Tabor, CPA

Executive Vice President
Chief Financial Officer

975 East Third Street, Chattanooga, TN 37403 (423) 778-7000 www.erlanger.org
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December 2, 2014

Ms. Melanie M. Hill, Executive Director
Tennessee Health Services & Development Agency
Andrew Jackson Building, 9" Floor

502 Deadrick Street

Nashville, TN 37243

RE: Linear Accelerator
Erlanger East Hospital

Dear Ms. Hill,

This letter serves to confirm Erlanger’s intent to cover the cost of the new Linear
Accelerator of $ 10,532,560 with funds from operations; subject to CON approval as well
as approval of the Chattanooga-Hamilton County Hospital Authority.

Please let me know if you have any questions or need further information. Thank you for
your consideration.

Sincerely,

W alas
J. Britton Tabor, CPA

Executive Vice President
Chief Financial Officer

975 East Third Street, Chattanooga, TN 37403 (423) 778-7000 www.erlanger.org
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P A-29
¥ The Joint Commission

July 8, 2014
Re: #7809
CCN: #440104
\ Program: Hospital
Accreditation Expiration Date: April 05, 2017
" .
Kevin M, Splegel !
President and CEO
Erlanger Health System
075 Bast Third Street
Chattanooga, Tennessee 37403

Dear Mr. Spiegel:

This letier confirms that your March 31, 2014 ~ April 04, 2014 ungnmounced full resurvey was conducted
for the purposes of assessing compliance with the Medicare conditions for hospitals through The Joint
Commission’s deemed status survey process.

Based upon the submission of your evidence of standards compliance on June 20, 2014 and June 27,2014
and the successful on-site Medicare Deficiency Follow-up event conducted on May 19, 2014, the aveas of
deficieney listed below have been removed. The Joint Commission js granting your organizationan i
accreditation decision of Accredited with an effective date of April 05, 2014. We congrafulate you on

your effective resolution of these deficiencies. :

§482.12 Governing Body
§482,41 Physical Environment
§482,42 Infection Conirel

The Joint Commission is also recommending your organization for continued Medicare certification
effective Aptil 05, 2014, Please note that the Centers for Medicare and Medicaid Services (CMS)
Regional Office (RO) makes the final determination regarding your Medicare participation and the
effective dafe of participation in accordance with the regulations at 42 CFR 489.13. Your organization is
encouraged to share a copy of this Medicare recommendation letter with your State Survey Agency.

‘This recommendation applies to the following locations:

Academe Internal Medicine and Endoerinology
979 E. Third Street, Suite B-601, Chattanooga, TN, 37403

Academio Gasiroenterology
979 East Third Street, Suite C-825, Chattancoga, TN, 37403

Academic Urologist at Erlanger _
979 East Third Street, Suite C ~ 535, Chattanooga, TN, 37403

wWwwiisintcommisslon. sy Headguarters
One Remalssance Bouleward
Qakbrook Tesrare, 11 60181
630752 5000 Vates
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Alton Park (Southside) Community Health Center
100 East 37th Sirect, Chattanooga, TN, 37410

Dodson Avenue Community Health Center
1200 Dodson;Avenue, Chaftancogs, TN, 37406

FrlangerAcademmUmlogists
1755 Gunbarrel Road, Suite 209, Chattanooga, TN, 37421

ErIanger af Volkswagon Drive Wellness Center
7380 Volkswagon Drive, Suite 110, Chattanooga, TIN, 37416

Esrlanger Bast Family Practice
1755 Guabarre] Road, Suite 201, Chattanooga, TN, 37421

Etlanger Hast Imaging
1751 Gunbarrel Road, Chattanooga, TN, 37421

Etlanger Health Systetn - East Cainpus
1751 Gunbarrel Road, Chattanooga, TN, 37421

' Brlanger Health System - Main Site
975 East Third Street, Chattanooga, TN, 37403

Brlanger Health System - North Campus
632 Morrison Springs Road, Chattanooga, TN, 37415

Erlanger Hypertension Management Center
979 Bast Third Sireet, Suite B601, Chattanooga, TN, 37403

Erlanger Metabolic and Barfairic Surgery Center
979 E, Third Street Suite C-620, Chattanooga, TN, 37403

Erlanger Neurology/Southeast Regional Stroke Center
079 East Third Street, Suite C830, Chattanooga, TN, 37403

Etlanger North Family Practice, Nemobehavioral & Memory Svs
632 Morrison Springs Road, Suite 202, Chatfanooga, TN, 37415

Erlanger Nortk Slesp Medicine and Neurology .
632 Monison Springs Road, Suits 300, Chattanooga, TN, 37415

' Brlanger South Family Practice
60 Erlanger Drive, Suite A, Ringgold, GA, 30736

wwwjoingc oiimission.arg Headquarters
One Ranaissance Botlevard
Oolibrpok Tersace, IL 60185
630793 5000 Vole
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Brlanger Specialiy Care for OB and Peds
1504 Worth Thornton Avenue, Suite 104, Datfon, GA, 30720

Hypertension Management - Chattanooga Lifestyle Center i
325 Market Street, Suite 200, Chattancoga, TN, 37401 :

Life Style Center - Cardiac Rehab )
325 Market Street, Chattanocoga, TN, 37401 i

Ortho South
979 East Third Strest suite C 430, Chaitanooga, TN, 37403

Southern Orthopaedie Trauma Surgeons
979 Bast Third Street Suite C-225, Chattanoogs, TIN, 37403

TCT Cardiology/G1/Genetics
910 Blackford Street - 3rd F1 Massoud, Chaitanooga, TN, 37403 -

TCT Children's Subspecialty Center’
2700 West Side Drive, Cleveland, TN, 37312

TCT Endocrine
910 Blackford, 1st fl Massoud, Chattanooga, TN, 37403

TCT Hematology/Oncology -
910 Blackford Street - 5tk fl Massoud B, Chattanooga, TN, 37403

" TCT Nephrology
910 Blackford 8t, Ground Level, TCTCH, Chattanooga, TN, 37403

University Health Obstetrics & Gynecology
979 Bast Third Street, Suite 0-725 C,Imttanooga, TN, 37403

University Medical Assoc
060 Hast Third Strest, Whitehall Building, Suite 208, Chattanooga, TN, 37403

University Orthopedics
979 Rast Third Street, Suite C-220, Chattanooga, TIN, 37403

University Pediatrics
910 Blackford Street - Gr floor Massoud, Chattanooga, TN, 37403

Univetsify Pulmonary and Critical Care
979 Rast ‘Third Street, Suite C 735, Chattanooga, TN, 37403

wwwjointecommiseinn.oryg Headghatters
’ One Renalssance Bonlevard
Oskbrook Termace, 1L 60181
€30 792 5000 Volex
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University Rheumatology Associates
979 East Third Street, Suite B-805, Chattancoga, TN, 37403

UT Dermatology
979 East Thivd Street, - Suite 425 A - Med Mall, Chatianooga, TN, 37403

UT Exlanger Cardiology
975 East Third Strest, Suite C-520, Chat’ranooga, TN, 37403

UT Bilanger Cardiology East
1614 Gunbarrel Road, Ste 101, Cha‘rtanooga, TN, 37421

Ut Erlanger Health & Weliness@Signal Mtn
2600 Taft Highway, Signal Mountain, TN, 37377

UT Erlanger Lookout Min Primary Care
100 McFarland Road, Y.ookout Mouniain, G4, 30750

UT Erlanger Primary and Athletic Health
1200 Pineville Road, Chaitanooga, T, 37405

UT Family Practice - , 7
1100 East Third Street, Chaitanooga, TN, 37403 '

Worlforce at UT Family Practice
1100 Bast 3rd Street, Chattanooga, TN, 37403

We direct your attention to some iraportant Joint Commission policies. First, your Medicare teport is
publicly accessible as required by the Joint Commission’s agreement with the Centets for Medicare and
Medicaid Services, Second, Joint Commission policy requlraﬁ that you inform us of any changes in the
name or ownership of your oxganization, or health care services you provide.

Sinceraly,

MM%

Mark G. Pelletier, RN, M8
Chief Operating Officer
Division of Accreditation and Certification Operations

ce:  CMS/Central Office/Survey & Certification Group/Division of Acute Care Services
CMS/Regional Office 4 /Survey and Certification Staff

v jointo osmilssionorg Headguarters
Ong Remissanc: Bovlevard
Qaltbrook ‘Terrace, 1L 60131
830 792 5000 Volcs
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A 000 | INITIAL COMMENTS A000

On May 13, 2014, investigation of EMTALA
complaint TN-83779 was completed, Erlanger
Medical Center was found out of compliance with
Requirements for the Responsibilities of
Medicare Particlpating Hospitals in Emergency
Cases 42 CRT Part 489.20 and 42 CFR 489.24,

The administrator was notified via overnight mail
on November 18, 2014 that a 90 day termination
track would be imposed. The termination date is
February 16, 2015.

489.20() COMPLIANCE WITH 489.24

A2400 A2400

[The provider agrees,] in the case of a hospital as
defined in §489.24(b), to comply with §489.24.

This STANDARD s not met as evidenced by:
Based on medical record review, review of facility
policy, review of Medical Staff Rules and
Regulations, and interview, the facility failed to
provide appropriate transfers for four patients (#7,
#8, #9, and #11).

The findings included:

Refer to A-2401 for failure to report receipt of an
inappropriate transfer.

Please refer to A-2402 for failure to
conspicuously post signs.

Please refer to A-2409 for failure to provide

approprlate transfer.
489.20(m), RECEIVING AN INAPPROPRIATE
TRANSFER :

A2401 A2401

[The provider agrees,] in the case of a hospital as
(X6) DATE

B

LABORATORY DIRECTOR'S OR PROVIDER/SUPPLIER REPRESENTATIVE'S SIGNATURE

TITLE

Any deficiency statement ending with an asterisk (") denotes a deficlency which the Institution may be excused from oorrecting providing it is determined that
other safeguards provide sufficient protection to the patients. (See Instructions.) Except for nursing homes, the findings stated above are disclosable 80 days
following the date of survey whether or not a plan of correction Is provided. For nursing homes, the above findings and plans of correction are disclosable 14
days following the dafe these documents are made avaliable to the facility. If deficlencles are olted, an approvad plan of corractlon Is requisite to continued

program participation,

Event ID: TVOI{ Facllity ID: TNP&31140 If contlnuatlon sheet Page 1 of 34
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(X3) DATE SURVEY

has been transferred in an unstable emergency
medical condition from another hospital in
violation of the requirements of §489.24(e).

This STANDARD is not met as evidenced by:
Based on review of facility policy, medical record
review, and interview, the facility failed to report
receipt of a patient transferred in an unstable
emergency medical condition from the facility's
East campus (Hospital #1) to the hospital's
primary location (main campus - Hospital #2), a
distance of 10.2 miles, for one patient (#7) of
sixteen patients reviewed,

The findIngs included:

Review of facility policy titled "Transfers...PC.074"
most recently revised in February, 2012,
revealed, "...To establish guldelines for
transferring patlent within a facility, to an
alternative level of cars, or to another acute care
| facllity while assuring medically appropriate
continuity of care and compliance with EMTALA
(Emergency Medical Treatment and Active Lahor
Act) regulation...The transferring physician
determines the method of patient transport and
the amount of support that will be needed during

transport..."

Review of a policy titled "(Facility) East
Emergency Services Scope of Services"
revealed, "Origination Date: 3/14" and the
approval date was blank, indicating it had not
been approved by the Medical Staff or the

Governing Body:.

STATEMENT OF DEFICIENGIES (X1) PROVIDER/SUPPLIER/CLIA {X2) MULTIPLE CONSTRUCTION
AND PLAN OF GORREGTION IDENTIFICATION NUMBER: 2 BUIBING COMPLETED
C
440104 B, WING 05/13/2014
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
ERLANGER MEDICAL CENTER ' o S
CHATTANOOGA, TN 37403 .
o | SUMMARY STATEMENT OF DEFICIENCIES D PROVIDER'S PLAN OF CORRECTION (x5)
PREFIX (EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX (EACH GORRECTIVEACTION SHOULD BE  * | COMPLETION
TAG REGULATORY OR LSG IDENTIFYING INFORMATION) TAG CROSS-REFERENCED TO THE APPROPRIATE DATE
DEFICIENGY)
A2401 | Continued From pags 1 A2401
defined in §489.24(b), to report to CMS or the
State survey agency any time It has reason to
believe it may have received an individual who

FORM CMS-2567(02-99) Previous Verslons Obsolste Event ID: TVOI1 Faollity ID; TNP&31140
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Review of facillty policy for the hospital's main
campus titled "Emergency Department Scope of
Services Number: EMS.280" most recently
revised in March, 2010, revealed, "...An
Emergency Medical Condition is defined as a
medical condition manifesting itself by acute
symptoms of sufficient severity such that the
absence of prompt and appropriate medical
attention could result in...placing the health or
safety of the patlent or unborn child in serious
Jeopardy...The following conditions are declared
o be emergency conditions by statute and
regulation ...pregnancy with contractions
present...Evaluation, management, and treatment
of patients is appropriate and
expedient...Immediate evaluation and
stabllization, to the degree reasonably possible,
will be avallable for each patient who presents
with an emergency medical condition...Patlents
are to be transported to the nearest appropriate
ED (emergency department) in accordance with
applicable laws, regulations, and guidelines...All
transfers will comply with local, state, and federal

laws..."

Review of an Emergency Reom Log dated April
2, 2014, revealed Patient #7 presented to the
facility's East campus with complaint of Vaginal

Bleeding.

Med.ical record review of a Triage note dated April
2, 2014, revealed, "...(6:37 a.m.) Complaint:

Vaginal bleeding...(6:49 a.m.) Pain level 8

{0-10)...Quality Is cramping. Since
yesterday...states...Is a 'couple weeks
pregnant'...had a miscarriage In Jan (January)
LMP (Last Menstrual Perlod): 11-15-2013 (history
of five pregnancies, three delivered

pregnancles)..."

If continuation sheet Page 3 of 34
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A2401 | Continued From page 3

Medical record review of a history and physical
dated April 2, 2014, at 7:14 a.m., revealed, "pt
(patient) w/ (with) abd (abdominal) pain. Imp (last
mentrual period) 11/5/13, thought she had
miscarriage in January due to heavy hleeding and
passing tissue. Was told last week that she is
pregnant again, now having severe cramps. had
some light bleeding past 2 days. today no
bleeding hut sevete cramps. vomit x (times) 2. no
diarrhea. no urlnary sx (symptoms). no
fever...Sudden onset of symptoms, Symptoms
are worsening, are constant, Maximum severity
of symptoms severe, Currently symptoms are
severe. In my professional medical

-| judgment...this patient presents with an
efmergency medical condition manifesting itself by
acute symptoms of sufficient severity (including
severe pain) that in the absence of immediate
medical attention could reasonably be expected
to result in placing the patient's health in serious
Jeopardy; serlous impairment to bodily function, or
serious dysfunction of a body organ...(7:18 a.m.)
Abdominal exam included findings of abdomen
tender, to the left upper quadrant, to the left lower
quadrant, to the right lower quadrant, moderate
intensity, no distenslon, firm uterus at
umbilicus...Medical History...miscarriage x
2...cesarean section..."

Medlcal record review of a physician's progress
note dated April 2, 2014, at 7:20 a.m., revealed,
"...BSUS (Bedside Ultrasound) shows IUP
(Intrauterine Pregnancy) at approx 20 wks
(approximately 20 weeks). Will obtain formal us
(ultrasound), labs, and ob (obstetric) consult..."

Medical record review of the Nursing

L Assessment: Continuing Assessment dated April
Event ID: TVONH1 Facllity ID: TNP531140
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A2401

Continued Frem page 4

2, 2014, revealed, "...(7:24 a.m.) per pt she
miscartied in January at home and was never
seen by OBGYN (Obstetrician/Gynecologist) to
confirm. Pt sts (states) she was seen by OBGYN
recently, but could not glve specific day or date,
and was told her blood pregnancy test was
poslilve. Pt sts she is 'a couple of weeks
pregnant'...patlent appears, restless,
uncomfortable...(7:40 a.m.) pt rates pain 8 on a
scale of 1-10. MD notified new medication order
received...(8:12 a.m.) States worsening paln, pt
still o/o pain an 8 on a seale of 1-10. MD natified
and new medication order received...Patient
appears restless, uncomfortable...(8:56 a.m.)
States decreased pain, Patient states decreased
pain, although she still rates it 7 out of 10, Sheis
not as restless and seems in no pain distress at
this time. pain is more intermiitent at this time...
(9:10 a.m.) States worsening paln...Patient
appears, uncomfortable..."

Medical record review of a physician's note dated
April 2, 2014, at 8:53 a.m., revealed, "Diagnosis
Final: Primary Preterm Labor."

Medical record review of a nurse's note dated
April 2, 2014, at 8:54 a.m., revealed, "Ambulance
setvice contacted...Estimated time of arrival
15-20 min {minutes)."

Medical record review of a nurse's note dated
April 2, 2014, at 9:06 a.m., revealed, "Indogin
(medicatlon to delay labar) ordered by (Medical
Doctor - M.D. #1). Pharmacy called and we do
not carry that medication on this campus, MD
(MD #1) aware, medication order canceled."

Medical record review of a nurse's note dated
April 2, 2014, at 9:14 a.m., revealed, "Transfer:

A2401

-
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Reason for transfer need for speclalized care,
Diagnosis: preterm labor, Accepting Institution:
(Hospltal #2) Labor and Delivery, Accepting
physician (M.D. #2)...Report called to receiving

facility..."

Medilcal record review of a Transfer Authorization
dated April 2, 2014, at 9:18 a.m., revealed,
"STABILITY The patient is stabilized at the time of
transfer and no medical deterioration of the
patient's condition is likely, withln reasonable
medical probability, to result from or oceur during
the transfer of the Individual from this facllity, or,
with respect to a pregnant woman having
contractions, the woman has delivered (including
the placenta) OR The Patient is In a state of an
emergency medical condition, and | hereby certify
that based upon the Information avallable to me
at this time, the medical benefits reasonably
expected from the provision-of appropriate
medical treatment at another facility, outweigh the
increased risks to the individual and, in the case
of fabor, to the unborn child from effscting the
transfer..." Review of the Transfer Authorization
revealed both statements were checked. Further
review revealed, "...appropriate transport
service...Advanced...The recelving facility has
agreed fo accept the patlent...Facility (Hosplial
#2)...accepting physician (M.D. #2)..." Continued
review revealed, "...Reason for transfer; preterm
labor Risk of transfer: death by MVC (motor
vehicle crash) Benefits of transfer: higher level of

care..."

Medical recotd review of a physician's progress
note dated April 2, 2014, at 9:22 a.m., revealed,
‘formal us (ultrasound) shows (20.week
intrauterine pregnancy) and incompetent cervix.
Discussed results (with M.D. #2 - patient's

FORM CMS-2567 (02-89) Prevlous Verslons Obsolete
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obstetrician)...who rec (recommended)
indomethacin (Indocin) but med (medication)
unavailable here at east. due to early pregnancy
pt (patient) will go emergency {fransport to
(Hospltal #2) L/D (Labor and Delivery) for OB
(Obstetrician) eval (evaluation)."-

Medjcal record review of a nurse's note dated
April 2, 2014, at 9:27 a.m., revealed, "Disposition:
(Hospital #2) Transport: Ambulance, Patient left

the depariment.”

Medical record review revealed OB did not see
the patient in the ED and was not notified of
Indocin being unavailable. Further medical
record review revealed ne documentation
regarding a pelvic examination, fetal heart tones
being monitored, or obtaining timing of any
contractions.

Review of an EMS (Emergency Medical Service)

| Patient Care Report dated April 2, 2014, revealed,

"...Level of Care: ALS (Advanced Life

Suppoﬂ) At patient (9:15 a.m.)...Transport: (9:25
a.m.) At dest (destination): (9:48 a.m.)...Narrative:
Dlspatched emer (emergent) to (Facllity) to
transfer pt (patient) to (Hospital #2)...pt in
premature labor...nurse advised '...they
performed an ultrasound and the cervix was not
even vislble so they called for transfer...have
given her 1 liter NS (normal saline), 8 mg
(milligrams) Morphine, 0.5 Dilaudid, and 4 mg of
Zofran. Pt has had no pain relief,’ Further ALS
asses (assessment) revealed pt was having
contractions at 1-2 min's (minutes) apart, pt was
not on a fetal heart rate monitor, and had no-
Tocolytics (medication to slow contractions) on
board...continued to have contractions at 1-2
mins part, right before arrival at (Hospital #2) pt
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stated she felt like something was coming out.
Upon initial evaluatlon nothing was saeen, but then
her water broke and both the baby's feet
presented toes pointing upward...pt could not
push anymore, the feet were purple had no
movement. By this time we were-at (Hospital #2)
and diverted straight to the ER (Emergency
Room). Moved pt to bed.. staff started to deliver
baby. When baby was fully delivered it was
lifeless and staff did not attempt resuscitation...pt
could not sign due to staff rushing herto L&D..."

Medical record review of Hospltal #2's ER record
dated April 2, 2014, revealed, "Complaint: 21
week ob breech presentation Triage Time...(9:47
a.m.)...Pain: 10 (0-10)...brought in by...ems
(emergency medical service), transfer from
(facility)...feet of fetus are visible (9:49
a.m.)...Medications prior to arrival, morphine...8
mg (millgrams), dilaudid...0.5 mg...zofran 4 mg."

Medical record review of an ulirasound report
dated April 2, 2014, at 9:00 a.m. (performed at
the facility before transfer), revealed, "...Results:
Aviable Intrauterine pregnancy Is Identified,
estimated gestatlonal age 20 weeks and 2 days.
The heart rate...measures 136 beats per minute.
Of note the cervical canal is poorly identified, and
the cervical os appears to be abnormally dilated
up to 4.2 cm (centimeters)...findings compatible
with Incompetent cervix. GYN (Gynecology)
assessment recommended.”

Medical record review of a Newborn Identlfication
record dated April 2, 2014, revealed, "...Infant's
Birth Date April 2, 2014, at (9:50 a.m.) Sex
male...Weight 364 gm (grams) Length 26 cms
(centimeters)..."

|

L
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| artival to.the emergency department. Infant

Continued From page 8 A2401

Medical record review of a physleian's progress
note dated April 2, 2014, at 9:59 a.m., revealed,
"...NICU (neo-natal intensive care unit) and OB
paged directly on arrival. Pt preterm did not
know...was pregnant. Did not go into
labor/contractions...Fetus blue/red an arrival.
Fetus delivered, non-viable with OB assistance in
ED (emergency department). Cord clamped...Pt
transported to L+D (labor and delivery) for

placental."

Medical record review of a history and physical
dated April 2, 2014, revealed, "...(10:02 a.m.)
Chlef Complaint: arrives ¢/o (complains of) labor,
Bresech presentation noted...Did not kriow she
was pregnant. 21 weeks by LMP, NO prenatal
care...Paln controlled. Fetus non viable. No
alleviating or aggrevating (aggravating) factors.
Pain cramping to lower abd (abdomen). No sig
(signifivant) bleeding...In my professional medical
judgment...this patlent presents with an
emergency medical conditlon manifesting itself by
acute symptoms of sufficient severity (including
severe pain) that the absence of immediate
medical attention could reasonably be expectad
to result in placing the patient's health in serious-
jeopardy; serlous imipairment to bodily function, or
serieus dysfunctlon of a body organ or
part...reports vaginal bleeding, vaginal
discharge...Pelvic: Bimanual exam abnormal,
Cervix dllated 2 cm (centimeters), fetus in breech
presentation, legs at introitus on arrival..."”

Medical record review of a physician's progress
note dated April 2, 2014, at 10:57 a.m., revealed,
"Precipitous Delivery...OB notiffed of patlents

delivered via vaginal delivery, at (3:50
a.m.)...Initlal APGAR score...3 (0-10, higher score
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A2401 | Continued From page 9 A2401

indicative of better clinical condition) Patient
tolerated the pracedure with difficulty..."

| Medlcal record review of a physician's progress
note dated April 2, 2014, at 11:00 a.m., revealed,
"...OB Called to ER for delivery of preterm with no
prenatal care...had presented to (facility) with abd
pain and cramps...transferred to ER here where
she delivered non-viable male infant...Placenta

remains intact..."

Medical record review of a Bereavement Loss
Checklist L&D dated April 2, 2014, revealed,
"...Complicatlons this pregnancy: Preterm labor
Obstetrician: (M.D. #2) Delivery Date/Time:
4-2-14 at (9:50 a.m.) Death date/Time: 4-2-14 at
(9:50 a.m.)...Sex: M (male)..."

Medical record review revealed, "...04/02/2014
(9:26 p.m.)...Delivery Time: Placenta - Manual."

Medical record review revealed the patient was
discharged on Aprll 2, 2014,

Interview with the Corporate Preparedness/Safety
Officer on May 9, 2014, at 2:40 p.m., in a
conference room, revealed the facility did not
have current approved EMTALA policies for
Hospltal #1 except for a transfer poiicy. Further
interview confirmed the unapproved policy with an
otigination date of March 2014 was under review.

interview with the ER Nurse Manager on May 12,
2014, at 10:20 a.m., in a conference room,
revealed the facility had provided labor and
delivery services since 19986, delivered infants of
36-36 weeks gestatlon through full term, had the
capability of providing monitoring of fetal heart

tones in the ED, and had OB on call. She stated,
Event ID: TVO}1 Facility ID: TNP631140 If continuatlon sheet Page 10 of 34
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A2401 | Continued From page 10
"...unless high risk, and under EMTALA we just

deliver, pray for the best, and after delivery
transport downtown (Hospltal #2)."

Interview with the ED's Medical Director on May
12, 2014, at 11:58 a.m., in a conference room,
and in the presence of the facility's Corporate
Preparedness/Safety Officer, revealed Patient #7
presented to Hospital #2 and he delivered Patlent
#7's infant. Continued interview confirmed the
facility's East campus inappropriately transferred
Patient #7 on April 2, 2014, and confirmed Patient
#7 was transferred to Hospital #2 in an unstable
medical condition. He stated, "...When patient
arrived, | didn't have time to read her paperwork.
The feet were already out and we had to deliver,"

A2402 | 489,20(q) POSTING OF SIGNS

[The provider agrees,] in the case of a hospital as
defined In §489.24(b), to post conspicuously in
any emergency department or in a place or
places likely to be noticed by all individuals
entering the emergency department, as well as
those Individuals walting for examination and
treatment in areas other than traditional
emergency departments (that is, entrance,
admitting area, waiting room, freatment area) a
sign (In a form specified by the Secretary)
specifying the rights of individuals under section
1867 of the Act with respect to examination and
treatment for emergency medical conditions and
women in labor; and to post conspicuously (in a
form specified by the Secretary) information
indicating whether or not the hospital or rural
primary care hospital (e.g., critical access
hospital) participates in the Medicaid program
under a State plan approved under Title XIX.

A2401

A2402|
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A2402 | Continued From page 11
| This STANDARD is not met as evidenced by:
Based on observation and interview, the facllity
failed to conspicuously post the required signs
with respect to the right to examination and
treatment for emergency medical conditions and

women in labor.

The findings included:

.Observation of the facility's Emergency Room
(ER) with a Nurse Manager on May 9, 2014, at
10:20 a.m., revealed the required signs were not
posted In the patient/family waiting area of the
ER. (Required signs inform patients of the right to
receive an appropriate medical screening
examination, necessary stabilizing treatment, and
If necessary an appropriate transfer if the patient
has a medical emergency, regardless of abllity to
pay, and if the facllity does/does not participate in

the Medicalid program.)

Interview with a Nurse Manager on May 9, 2014,
at approximately 10:30 a.m., in the outpatient
surgery entrance, confirmed the facility failed to
consplcucusly post the required signs.

A2409 | 489.24(¢) (1)-(2) APPROPRIATE TRANSFER

(1) General
If an individual at a hospital has an emergency

medical condition that has not been stabilized (as
defined in paragraph (b) of this section), the
hospital may not transfer the individual unless -
() The transfer is an appropriate transfer (within
the meaning of paragraph ()(2) of this section);

and
(iD(A) The individual (or a legally responsible

person acting on the individual's behalf) requests -

the transfer, after being informed of the Hospital's

A2402

A2409
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A2408 | Continued From page 12 A2409

obllgations under this section and of the risk of

transfer.

The request must be in writing and indicate the
reasons for the request as well as indicate that he
or she Is aware of the risks and bensfits of the

transfer, :

(B) A physiclan (within the meaning of section
1861(r)(1) of the Act) has signed & certification
that, based upon the information available at the
time of transfer, the medical benefits reasonably
expectsd from the provision of appropriate
medical treatment at another medical facility
outweigh the increased risks to the individual or,
in the case of a woman in labar, to the woman or
the unborn child, from being transferred. The
certification must contain a summary of the risks
and benefits upon which it Is based; or

(C) If a physician is not physically present in the

.| emergency department at the time an individual is
transferred, a qualified medical person (as .
determined by the hospital in its bylaws or rules
and regulations) has signed a certification
described in paragraph (e)(1)(ii)(B) of this section
after a physician (as defined In section 1861(r)(1)
of the Act) in consultation with the qualifled
medical person, agrees with the certification and
subsequently countersigns the certification. The
certification must contain a summary of the risks
and benefits upon which It is based.

(2) Atransfer to another medical facility will be
approptiate only in those cases in which -

() The transferring hospital provides medical
treatment within its capacity that minimizes the
risks to the individual's health and, in the case of
a woman in labar, the health of the unborn child;

If continuation shest Page 13 of 34

FORM GMS-2667(02-99) Previous Verslons Obsolete Event ID: TVOI1

Faclllty ID: TNP531140



DEPARTMENT OF HEALTH AND HUMAN SERVICES

A-46

PRINTED: 11/18/2014
FORM APPRQOVED

OMB NO. 0938-0391

CENTERS FOR MEDICARE & MEDICAID SERVICES i
STATEMENT OF DEFICIENGIES (X1) PROVIDER/SUPPLIER/CLIA (X2) MULTIPLE CONSTRUCTION {X3) DATE SURVEY
.| AND PLAN OF CORRECTION IDENTIFICATION NUMBER: COMPLETED
A, BUILDING
C
440104 B. WiNG 05/13/2014
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
975 E 3RD ST
ERLANGER MEDICAL CENTER . CHATTANOOGA, TN 37403
oX4) 1D SUMMARY STATEMENT OF DEFICIENGIES 1D PROVIDER'S PLAN OF GORRECTION (Xs)
PREFIX (EACH DEFICIENGY MUST BE PRECEDED BY FULL PREFIX (EACH CORRECTIVE ACTION SHOULD BE COMPLETION
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) TAG CROSS-REFERENCED TO THE APPROPRIATE DATE
. DEFICIENGY)
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(iiy The recelving facllity
(A) Has available space and qualified personnel

for the treatment of the Indlvidual: and
(B) Has agreed to accept transfer of the individual
and to provide appropriate medical treatment.

(iif) The transferring hospital sends to the
receiving facility all medical records (or coples
thereof) related to the emergency condition which
the individual has presented that are available at
the time of the transfer, including available
history, records related to the individual's
emergency medical condition, observations of
signs or symptoms, preliminary diagnosis, resulis
of diagnostic studies or telephone reporis of the
studies, treatment provided, results of any tests
and the informed written consent or certification
(or copy thereof) required under paragraph (e)(1)
(i) of this section, and the name and address of
any on-call physician (described in paragraph (g)
of this section) who has refused or failed to
appear within a reasonable time 1o provide
necessary stabilizing treatment. Other records
(e.g., test results not yet available or historical
records not readily available from the hospital's
files) must be sent as soon as practicable after

transfer; and

(iv) The transfer is effected through qualified
personnel and transportatlon equipment, as
required, including the use of necessary and
medically appropriate life support measures
during the transfer.

This STANDARD Is not met as evidenced by:

and Regulations of the Medical Staff, review of
Emergency Room Logs, medical record review,
L and interview, the facility failed to appropriately

Based on review of facility policy, review of Rules
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A2409 Continued Fromr page 14
transfer four patients (#7, #8, #9, and #11) of
sixteen patients reviewed,

The findings included:

Review of facility policy titled "Transfers...PC.074"
most recently revised in February, 2012,
revealed, "...To establish guidelines for
transferring patient within a facility, to an
alternative level of care, or to another acute care
facility while assuring medically appropriate
continuity of care and compliance with EMTALA
(Emergency Medical Treatment and Active Labor
Act) regulation...The following information must
be completed prior to a transfer...transferring
physician must obtain acceptance from a
recelving physician...receiving facllity must accept
the patient...patient and/or family members
consent...Copies of the completed Emergency
Department (ED) record, lab results/x-rays and
EKG reports will be sent with patient... Transfer
form completed. The fransferting physician
" | determines the method of patient transport and
the amount of support that will be needed dunng
transport, The transferring physician also o
maintalns responsibility for care during transport
until arrival at the receiving facllity..."

ERLANGER MEDICAL CENTER
(X4) ID SUMMARY STATEMENT OF DEFICIENCIES 1D PROVIDER'S PLAN OF CORRECTION i 5)
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A A2409

Review of a policy titled "(Facility) East
Emergency Services Scope of Services”
revealed, "Origination Date: 3/14" and the
approval date was blank, indicating it had not
been approved by the Medical Staff ot the

Governing Body.

Review of facility policy for the hospital's main
campus fitled "Emergency Department Scope of
Services Number: EMS.280" most recently
revised in March, 2010, revealed, "...An
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A2408 | Contlnued From page 15
Emergency Medical Conditlon is deflned as a
medical condition manifesting itself by acute
symptoms of sufficient severity such that the
absence of prompt and appropriate medical
attention could result in...placing the health or
safety of the patient or unborn child in serious
jeopardy...The following conditions are declared
to be emergency conditions by statute and
regulation ...pregnancy with contractions
present,..acute pain rising to the level of the
general definition of emergency medical
-condition...Evaluation, management, and
treatment of patients is appropriate and
expedient...Immediate evaluation and
stabilization, to the degree reasonably possible,
will be available for each patient who presents

equipment...supplies must be immediately
available in the facility at all times...Necessary
drugs and agents must be immediately available
in the facility at all times...Patients are to be
transported to the nearest appropriate ED
(emergency department) in accordance with
applicable laws, regulations, and guidelines...All

laws...Equipment and Supplies...Radiological,
Imaging and Diagnostic Services Available 24/7

(24 hours per day/7 days per week)...fetal
monitoring..."

Review of Rules and Regulations of the Medical
Staff revealed, "...Effective date: December 7,

to the consultant is required for emergent/urgent
consults to ensure clear communication -
regarding the clinical situation and timely
coordinatlon of care...The need far consultation
will be determined by the (ED) physician...A

L satisfactory consuitation includes examination of

with an emergency medical condltion...Necessary

transfers will comply with local, state, and federal

1995...A phone call from the requesting physician
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AZ2408 | Continued From page 16

the patient and the record. A written or dictated
opinion signed by the consultant must be included
in"the medical record. For emergent/urgent
situatlons, the consuiting physician should
discuss findings directly with the referring
physician in addition to the written
documentation...Medical records
contain...Emergency care, treatment, and
services provided to the patient before his or her
arrival, if any...Documentation and findings of
assessments...Concluslon or impressions drawn
from medical history and physical
examination...Progress notes made by authorized
individuals...Consultation reports...All medical
record entries must be legible, complete, dated,
timed, and authenticated in written or electronic
form by the person responsible for providing or
evaluating the service provided..."

Review of an Emergency Room Log dated April
2, 2014, revealed Patient #7 presented to the
facility's East campus with complaint of Vaginal

Bleeding.

Medical record review of a Triage note dated Aprll,
2, 2014, revealed, "...(6:37 a.m.) Complaint: -
Vaginal blesding...(6:49 a.m.) Pain level 9
(0-10)...Quality is cramping. Since
yesterday...states...Is a couple weeks
pregnant'...had a miscarriage in Jan (January)
LMP (Last Menstrual Period): 11-15-2013 (hlstory
of five pregnancles, three delivered

pregnancies)..."

Medical record review of a history and physical
dated April 2, 2014, at 7:14 a.m., revealed, "pt
{patient) w/ (with) abd (abdominal) pain. Imp (last
menirual period) 11/5/13. thought she had
miscarriage in January due to heavy bleeding and
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passing tissue. Was told last week that she is
pregnant again. now having severe cramps. had
some light bleeding past 2 days. today no
bleeding but sevete cramps. vomit x (times) 2. no
diarrhea. no urinary sx (symptoms). no
fever...Sudden onset of symptoms, Symptoms
are worsening, are constant. Maximum severity
of symptoms severe, Currently symptoms are
severe. In my professional medical
judgment...this patient presents with an
emergency medical condition manifesting itself by
acuts symptoms of sufficient severity (including
severe pain) that in the absence of Immediate
medical attention could reasonably be expected
to result in placing the patient's heaith in serlous
jeopardy; serious impairment to bodily function, or
serious dysfunction of a body organ...(7:18 a.m.)
Abdominal exam included findings of abdomen
tender, 1o the left upper quadrant, to the left lower
quadrant, to the right lower quadrant, moderate
intenslty, no distension, firm uterus at
umbilicus...Medical History...miscarriage x
2...cesarean section..."

Medical record review of a physician's progress
note dated April 2, 2014, at 7:20 a.m., revealed,

-"...BSUS (Bedside Ulirasound) shows IUP

(Intrauterine Pregnancy) at approx 20 wks
(approximately 20 weeks). Will obtain formal us
(ultrasound), labs, and ob (obstetric) consult..."

Medical record review of the Nursing
Assessment: Continuing Assessment dated April

2, 2014, revealed, "...(7:24 a.m.) per pt she

‘| miscarried in January at home and was never

seen by OBGYN (Obstetrician/Gynecolagist) to
confirm. Pt sts (states) she was seen by OBGYN

recently, but could not give specific day or date,

" and was told her blood pregnancy test was
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pregnant'...patient appears, restless,
uncomfortable...(7:40 a.m.) pt rates pain 8 on a
scale of 1-10. MD nofified new medication order
received...(8:12 a.m.) States worsening pain, pt ’
still efo pain an 8 on a scale of 1-10. MD notified
and new medication order received...Patient
appears restless, uncomfortable...(8:56 a.m.)
States decreased paln, Patlent states decreased
pain, although she stiil rates it 7 out of 10. She is
not as restless and seems in no pain distress at
this time. pain is more intermittent at this time...
(9:10 a.m.) States worsening pain...Patient
appears, uncomfortable..."

Medical record review of a physician's noté dated
April 2, 2014, at 8:53 a.m., revealed, "Diagnosis
Final: Primary Preterm Lapor."

Medical record review of a nurse's note dated
April 2, 2014, at 8:54 a.m., revealed, "Ambulance
service contacted...Estimated time of arrival
15-20 min (minutes)."

Medical record review of a nurse's note dated
Aptil 2, 2014, at 9:06 a.m., revealed, "Indocin
(medication to delay labor) ordered by (Medical
Doctor - M.D, #1). Pharmacy called and we do
not carry that medication on this campus. MD
(MD #1) aware, medication order canceled." -

Medical record review of a nurse's note dated
April 2, 2014, at 9:14 a.m., revealed, "Transfer:
Heason for transfer need for specialized care,
Diagnosis: preterm labor, Accepting Institution:
(Hospital #2) Labor and Delivery, Accepting
physician (M.D. #2)...Report called to receiving

facility..."
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Medical record review of a Transfer Authorization
dated April 2, 2014, at 9:18 a.m., revealed,
"STABILITY The patient is stabilized at the time of
transfer and no medical deterioration of the
patient's condition is likely, within reasonable
medical probabillty, to result from-or oceur during
the transfer of the individual from this facllity, or,
with respect to a pregnant woman having
contractions, the woman has delivered (including
the placenta) OR The Patlent is in a state of an
emergency medical condition, and | hereby certify
that based upon the information avallable fo me
at this time, the medical benefits reasonably
expected from the provision of appropriate
medical treatment at another facility, outwelgh the
increased risks to the individual and, in the case
of labor, to the unborn child from effecting the
transfer..." Review of the Transfer Authorization
revealed both statements were checked. Further
review revealed, "...appropriate transport -
service...Advanced...The recelving facility has
agreed to accept the patient...Facllity (Hospital
#2)...accepting physician (M.D, #2)..." Continued
review revealed, "...Reason for transfer: preterm
labor Risk of fransfer: death by MVC (motor
vehicle crash) Benefits of transfer: higher level of

care,.."

Medical record review of a physician's progress
note dated April 2, 2014, at 9:22 a.m., revealed,
"formal us (ultrasound) shows (20 week
intrauterine pregnancy) and incompetent cervix.
Discussed results (with M.D. #2 - patlent's
obstetriclan)...who'rec (recommended)
indomethagcin (Indocin) but med (medication)
unavailable here at east. dus to early pregnancy
pt (patient) will go emergency transport to
(Hospital #2) L/D (Labor and Delivery) for OB
(Obstetrician) eval (evaluation),"
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Medical record review of a nurse's note dated

April 2, 2014, at 9:27 a.m., revealed, "Disposition:
(Hospital #2) Transport: Ambulance Patient left

the department.”

Medical record review revealed OB did not see
the patient in the ED and was not notified of
Indocin being unavailable. Further medical
record review revealed no documentation
regarding a pelvic examination, fetal heart tones
being monitored, or obtaining timing of any

contractions.

Review of an EMS (Emergency Medical Servige)
Patient Care Report dated April 2, 2014, revealed,
"..Level of Care: ALS (Advanced Life
Support)...At patient (9:15 a.m.)...Transport; (9:25
a.m.) At dest (destination): (9:43 a.m.)...Narrative:
Dispatched emer (emergent) to (Facility) to
transfer pt (patlent) to (Hospital #2)...pt in
premature labor...nurse advised '...they
performed an‘ultrasound and the cervix was not
even visible so they called for transfer...have
given her 1 liter NS (normal saline), 8 mg
(milligrams) Morphine, 0.5 Dilaudid, and 4 mg of .
Zofran. Pt has had no pain relief.’ Further ALS
asses (assessment) revealed pt was having
contractions at 1-2 min's (minutes) apart, pt was
not on a fetal heart rate moniter, and had no
Tocolytics (medication to slow contractions) on -
board...continued to have contractions at 1-2 -
mins part, right before arrival at (Hospntal #2) pt

| stated she felt like something was coming out.
Upon initial evaluation nothing was seen, but then
her water broke and both the baby's feet
presented toes polinting upward...pt could not
push anymore, the feet were purple had no
mevement. By this time we were at (Hospital #2)
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and diverted straight to the ER (Emergency
Room). Moved pt to bed...staff started to deliver

baby. When baby was fully delivered it was
lifeless and staff did not attempt resuscltation...pt
could not sign due to staff rushing her to L&D..."

Medical record review of Hospital #2's ER record
dated April 2, 2014, revealed, "Complaint: 21
week ob breech presentation Triage Time...(9:47
a.m.)...Pain: 10 (0-10)...brought in by...ems
(emergency medical service), transfer from
(facillty)...feet of fetus are visible (9:49
a.m.)...Medications prior to arrival, morphine...8
mg (millgrams), dilaudid...0.5 mg...zofran 4 mg."

Medical record review of an ultrasound report
dated April 2, 2014, at 9:00 a.m. (performed at
the facility before transfer), revealed, ",,.Results:
Aviable intrauterine pregnancy is identified,
estimated gestational age 20 weeks and 2 days.
The heart rate...measures 136 beats per minute.
Of note the cervical canal is poorly identified, and
the cervical os appears to be abnormally dilated
up to 4.2 cm (centimeters)...findings compatible
with incompetent cervix. GYN (Gynecology)
assessment recommended."

Medlical record review of a Newborn identification
record dated April 2, 2014, revealed, "...Infant's
Birth Date April 2, 2014, at (9:50 a.m.) Sex
male.,.Weight 364 gm (grams) Length 26 cms
(centimeters)..." .

Medical record review of a physiclan's progress
note dated April 2, 2014, at 9:59 a.m., revealed,
"...NICU (neo-natal intensive care unit) and OB
paged directly on arrival. Pt preterm did not
know...was pregnant. DId not go into
labor/contractions...Fetus bluefred on artival.
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Fetus delivered, non-viable with OB assistance in
ED (emergency department). Cord clamped...Pt
transported to L+D (labor and delivery) for

placental.”

Medical record review of a histary and physical
dated April 2, 2014, revealed, "...(10:02 a.m.)
Chief Complaint: arrives c/o (complains of) labor.
Breech presentatlon noted...Did not know she
was pregnant. 21 weeks by LMP, NO prenatal
care...Pain controlled. Fetus non viable. No
alleviating or aggrevating (aggravating) factors.
Pain cramping to lower abd (abdomen). No sig
(significant) bleeding...In my professional medical
judgment...this patient presents with an
emergency medical condition manifesting itself by
acute symptoms of sufficient severity (including
severe pain) that the absence of immediate
medical attention could reasonably be expected
to result in placing the patient's heaith in serious
jeopardy; serious Impairment to bodily function, or
serfous dysfunction of a body organ or
part...reports vaginal bleeding, vaginal
discharge...Pelvic: Bimanual exam abnormal,
Cervix dilated 2 cm (centimeters), fetus in breech
presentation, legs at introitus on arrival..."

Medical record review of a physician's progress
note dated April 2, 2014, at 10:57 a.m., revealed,
"Precipitous Delivery...OB notifled of patients
arrival to the emergency department. Infant
delivered via vaginal delivery, at (9:50
a.m.)...[nitial APGAR score...3 (0-10, higher score
indicative of better clinical condition) Patient
tolerated the procedure with difficulty..."

Medical record review of a physician's progress
note dated April 2, 2014, at 11:00 a.m., revealed,
"...0B Called to ER for delivery of preterm with no
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prenatal care...had presented to (faclility) with abd
pain and cramps...transferred to ER here where
she delivered non-viable male Infant...Placenta

remains Intact..."

Medical record review of a Bereavement Loss
Checklist L&D dated April 2, 2014, revealed,
*...Complications this pregnancy: Preterm labor
Obstetriclan: (M.D. #2) Delivery Date/Time:
4-2-14 at (9:50 a.m.) Death date/Time: 4-2-14 at
(9:50 a.m.)...Sex: M (male)..."

Medical record review revealed, "...04/02/2014
(9:26 p.m.)...Delivery Time: Placenta - Manual.”

Medical record review revealed the patient was
discharged on April 2, 2014,

Interview with the ER Nurse Manager on May 12,
2014, at 10:20 a.m., In a conference room,
revealed the facility had provided labor and
delivery services since 1996, delivered infants of
35-36 weeks gestation through full term, had the
capability of providing monitoring of fetal heart
tones in the ED, and had OB on call. She stated,
"...unless high risk, and under EMTALA we just
deliver, pray for the best, and aftér delivery
transport downtown (Hospltal #2)."

Interview with a Registered Pharmacist on May
12, 2014, at 11:23 a.m., in a conference room,
revealed the pharmacy did not stock
Indomethacin, but the medication used to delay
labor could be stocked on the recommendation of

physicians.
Interview with the ER's Medical Directar on May

12, 2014, at 11:58 a.m., in a conference room,
and in the presencs of the facllity's Corporate
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Preparedness/Safety Officer, revealed Patient #7
presented to Hospital #2 and he delivered Patient
#7's infant. Continued Interview confirmed the
facility inappropriately transferred Patient #7 on
Aprll 2, 2014, and he stated, "...When patient
arrived, | didn't have time to read her paperwork.
The feet were already out and we had to deliver."

Review of an ER Log revealed Patient #8
presented to the ER on April 18, 2014,

Medical record review of an ER Record dated
April 18, 2014, revealed Patient #8 presented to
the ER with a complaint of abdominal pain.

Medical record review of a Nursing Assessment
dated April 18, 2014, at 8:58 a.m., revealed,
"...pressure pain, to the right lower quadrant...on

a scale 0-10 patient rates pain as 10..." .

Medical record review of a history and physical
dated April 18, 2014, at 9:01 a.m., revealed,
"...abdominal pain that started 3 days ago. Pain is
sharp, constant, started in right upper but now
pain to RLQ (Right Lower Quadrant) as well. No
radiation to back...are constant...In my
professional medical judgment.,..this patient
presents with an emergency medical condition
manifesting Itself by acute symptoms of sufficlent
severity (including severe pain) that the absence
of Immediate medical attention could reasonably
be expected to result in placing the patient's
health in serlous jeopardy; serious impairment to
bodily function, or serious dysfunction of a body
organ or part...(9:03 a.m.)
tachycardic...tenderness to right side of
abdomen...with voluntary guarding..."

Medical record review of a physician's note dated
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April 18, 2014, at 9:04 a.m., revealed, "abdominal
‘pain with signficant tenderness and guarding, will
check labs, treat paln, do ultrasound.®

Medical record review of a Medication
Administration Summary dated April 18, 2014,
revealed the patient was administered pain
medication at 9;18 a.m. and 10:32 a.m., and an
antiblotic at 9:44 a.m, according to physician's

ordetrs.

Medical record review of a Nursing Procedure:
Communications dated April 18, 2014, at 9:24
a.m., revealed, "..WBC (White Blood Cell) count
32.7 (normal range 4.8-10.8), given to (MD #4)..."

Medical record review of a physician's note dated
April 18, 2014, at 9:47 a.m., revealed, "ultrasound
positive for acute cholecystitis, will send to Main
ER (Hospital #2) for surgical evaluation, will give
abx (antiblctics) given patient on
immunosuppressive meds with WBGC 32."

Medical record review of a radiology report dated
April 18, 2014, at 10:08 a.m., revealed, "...large 2
cm stone in the neck of the .
gallbladder...gallbladder enlarged to 13 cm...in
length...Impression...very suggestive of
cholecystliis," .

Medical record review of the Emergency
Department Emergency Record documanta}tion
dated April 18, 2014, at 8:50 a.m., revealed,
"...Transfer to...(Hospltal #2) ED..."

Medical record review of a nurse's note dated

April 18, 2014, at 9:58 a.m., revealed, "...Reason
for transfer need for specialized care, Diagnosis:
_cholecystitis, Accepting institution: (Hospital #2),
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Accepting physician: (MD #86)...Transported by
non-urgent ambulance...consent for transfer

signed..."

Medical record review of the Transfer }
Authorization dated April 18, 2014, revealed,
"Stability The patient is stablized at the time of
transfer and no medical deterioration of the
patient's condition is likely, within reasonable
medical probability, to result from or occur during
the transfer of the individual from this facility...OR
The Patient is in a state of an emergency medical
condition, and [ hereby certify that based upon
the Information available to me at this time, the
medical benefits reasonably expected from the
provision of appropriate medical treatment at
another facility, outwelgh the increased risks to
the individual...OR Patient/Responsible Individual
requests transfer..." Review of the Transfer
Authorization revealed all three options were
checked, Further review of the Transfer '
Authorization revealed, "...It Is medically
necessary to transport the patient by
ambulance/air ambulanca..." was not checked. |
Further review revealed no Confirmation Time for
Hospital #2's acceptance of the patient; no time
was documented when report was given to the
accepting hospital staff; and no time was
documented for when the patient was fransferred.

Medical record review of an'ER Record (Hospital,
#2) history and physical dated April 18, 2014, at
11:45 a.m., revealsd, "...Transfer from outer
facility for higher level of care...Symptoms are
worsening, are constant...In my professional
medical judgment....this patient presents with an
emergency medical condition manifesting itself by
acute symptoms of suificient severity (including
severe pain) that the absence of immediate
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medical attention could reasonably be expected -
to result in placing the patlent's health in serious

jeopardy; serious impairment to bodily function, or
serious dysfunction of a body organ or part..."

Medical record review of the Hospital #2
Emergency Department Emergency Record
dated April 18, 2014, revealed the patlent was

fransported to surgery at 1:58 p.m.

Medical record review of a Discharge Summary
dated April 20, 2014, revealed, "..taken to
operating room for a laparoscopic
cholecystectomy with Intraoperative
cholangiogram...on postop day 2, the day of
discharge, will be discharged home..."

Interview with the Corporate Preparedness/Safety
Officer on May 12, 2014, at 3:35 p.m., ina
conference room, confirmed Patient #8 was
inappropriately transferred on April 18, 2014.

Review of an ER Log revealed Patient #9
presented to the ER on April 18, 2014,

Medical record review of an ER Record dated
April 18, 2014, revealed, "...(3:15 p.m.) Trauma
tuesday...Complaint; bilateral leg tenderness,
swelling...(3:25 p.m.) Triage Information...Pain
level 8 (0-10)...noticed some increased
swelling...concerned about compartment
syndrome...Pt has swelling and pain in left calf..."

Medical record review of a history and physical
dated April 18, 2014, at 4:39 p.m., revealed,
"...recently admitted and released from hospital
last night from traumatic injury while at work. Had
skull fracture, left tlbla fracture and right ankie

L
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fracture...had PT (Physical Therapy) come out
today, but was told to come directly to ER for
increased swelling and pain to left calf. Worrled
about DVT (Deep Vein Thrombosis) poss
(possible) compartment syndrome...In my
professional medical judgment....this patient
presents with an emergency medical condition

severlty (including severe pain) that the absence
of immedlate medical attention could reasonably
be expected to result in placing the patient's
health in serious jeopardy; serious impairment to
bodily function, or serious dysfunction of a body

with tenderness.,." .

Medical record review of a Nurse Practitioner's
note dated April 18, 2014, at 4:46 p.m., revealed,
"with calf swelling, with recent trauma with ankle
fracture, will US (ultrasound) r/o (rule out)
DVT...with US, DVT noted with fluid, concerning

{MD #11) with trauma, patient will be sent to
(Hospital #2) ER downtown for further
evaluation.”

Medical record review of a nurse's note dated
Aprit 18, 2014, at 5:09 p.m,, revealed, "...Reason
for transfer, pt being transferred to the ED,
‘Diagnosis: DVT, Transported by non-urgent
ambulance, Copy of patient recard prepared for
receiving facility, Medication recongciliation form
prepared and sent to receiving facility, Patient
consent for transfer signed, Family member

contacted.”

Medical record review of the ED record revealed
medications administered to the patient in the ED
were Dilaudid and Phenergan for pain and

manifesting itself by acute symptoms of sufficient

organ or part...large amount of swelling to left calf

for compartment syndrome. (M.D. #4) spoke with-

1
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nausea,

Medlcal record review revealed no transfer form,
Transfer Authorization, or consent for transfer
was found in the medical record. .

Medical record review of Hospital #2's ER Record
revealed, "(6:56 p.m.)...Complaint; DVT LLE (Left
Lower Extremity)...Patient transferred fro

another facility..." .

Medical record review of the ED physician history
and physical dated April 18, 2014, at 7:07 p.m.,
revealed, "...bilateral leg and facial trauma,
discharged from (Hospital #2) and then
developed severe bilateral leg pain, worse on the
left...There has been na change in the patient's
symptoms over time, are constant...In my -
professional medical judgment....this patlent
presents with an emergency medical condition
manifesting itself by acute symptoms of sufficient
severity (including severe pain) that the absence
of immediate medical aftention could reasonably
be expected to result in placing the patient's
health in serious jeopardy; serious Impairment to
badily function, or serious dysfunction of a body

organ or part...(8:47 p.m.) Pulse,
tachycardic...extremitles swollen bilaterally..."

Medical record review of the nursing notes
revealed the patient was started on heparin
(anticoagulant commonly administered for DVT)

on April 18, 2014, at 7:10 p.m,

Medical record review of an Admission Request
dated April 18, 2014, at 8:45 p.m., revealed,
"Condition: Fair...Hospital Service: Surgery -

Trauma.,."
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Medical record review of a nurse's note dated
April 18, 2014, at 10:18 p.m., revealed,
"Admission: Patlent admitted to telemetry
unit...STAT (immediate) admission orders

completed..."

Medical record review of the ER Nursing Notes
revealed the patient was admitted to Inpatient on

April 19, 2014, at 12:39 a.m.

Telephone inferview with the Corporate * .
Preparedness/Safety Officer on May 13, 2014, at
1:30 p.m., revealed the facility was unable to
locate a transfer form, Transfer Authorization, or

' consent form for transfer and confirmed Patient

#9 was Inappropriately transferred on April 18,
2014.

Revlew of an ER Log revealed Patient #11
presented to the ER on March 31, 2014.

Medical record review of an ER Record dated
March 31, 2014, revealed, "(12:35 p.m.)
Complaint: Hip Pain, right hip." .

Medical record review of a nurse's note dated
March 31, 2014, at 12:44 p.m., revealed, "Ttiage
information: seen her (hers) on 3/26 for rigt
{right) hip and leg pain. pt continues to have this
pain and is not able to sleep well. Pt has been
taking tylenol and motrin that is not helping pain."

Medical record review of a history and physical
dated March 31, 2014, at 12:44 p.m., revealed,
"...Cerebral Palsy, seizure disorder, cerebral
atonia, severe thoracolumbar scoliosis,
osteoporosis...(12:68 p.m.) patient was seen last

' Wednesday for bruising to right leg. Unsure of

Facllity ID: TNP&31140
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any Injury or trauma. Patient is non weight
bearing. wheel chair bound only. Uses assistance

when transferring from wheelchair to
recliner...patlent has CP (Cerebral Palsy), is
non-verbal...Gradual onset of symptoms, 7, days
prior to arrival. There has been no change in the
patient's symptoms over time, are constant...In
my professional medical judgment....this patient
presents with an emergency medical condition
manlfesting itself by acute symptoms of sufficient -
severity (Including severe pain) that the absence
of immediate medical attention could reasonably
be expected to result in placing the patient's
health in serious jeopardy; serfous impairment to
bodily function, or serlous dysfunction of a body
organ or part...(1:01 p.m.) Patlent appears, in
mild pain distress, Patient appears to be
uncomfortable...Lower extremity exam Included
finidngs of inspection abnormal no abrasions,
contuslons present, no deformity...right medial
_upper thigh, Range of motion, limited to the right
hip..." ' .

Medical record review of a Family Nurse
Practitioner's note dated March 31, 2014, at 1:02
p.m., revealed, "...brought back in for persistent
pain. X-ray over-read shows femoral neck
fracture. Will CT and call ortho (orthopedics).
Caretaker Is unsure of any injury or trauma
patient has had in the past week...Spoke with
(M.D. #8), will look at CT and speak with ortho
attending. Patient will need 1o be sent to ER to be
evaluated by ortho."

Medical record review of a radiology report (CT)
dated March 31, 2014, at 1:13 p.m., revealed,
"Comparison: Right femur fracture,
3/26/2014...Impression: An acute, comminuted
fracture of right femora) neck with markedly
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displaced fracture fragments as discussed..."

Medical record review of a nurse's note dated
March 31, 2014, at 3:30 p.m., revealed,
"...Reason for transfer need for specialized care,
Diagnosis: Femur Fracture, accepting institution
(Hospital #2), Accepting physician (M.D. #7),
Referring physician; (M.D. #1/FNP), Transported
by non-urgent ambulance..."

Medical record review of a Transfer Authorization
dated March 31, 2014, revealed, "Stability The
patlent is stablized at the time of transfer and no
medical deterioration of the patient's condition is
likely, within reasonable medical probability, to
result from or occur during the transfer of the
individual from this facillty...OR The Patient is in a
state of an emergency medical condition, and |
hereby certify that based upon the information
avallable to.me at this time, the medical benefits
reasonably expected from the provision of
appropriate medical treatment at another facility,
outweigh the increased risks to the
individual...OR Patient/Responsible Individual
requests transfer..." Review of the Transfer
Authorization revealed all three options were
checked. Further review of the Transfer
Authorization revealed it was not documented
who the aceepting physician was or who the

transferring facility was.

Medical record review of the ER record dated
March 81, 2014, at 8:37 p.m., revealed,
"...Disposition Trangport: Ambulance, Patient left

the department..."

Medical record review of a Orthopedic
Consultation Report (Hospltal #2) dated March
31, 2014, revealed, *...signs of painful hip since

Facllty ID: TNP531140
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last Wednesday (March 26, 2014)...At that time,
X-rays were taken, which in retrospect showed a
femoral neck fracture that was missed, and the

patient was sent (home)...would then show signs
of signiflcant pain any time his leg was moved or
anytime he was transferred from bed to
chalr...x-ray of the right hip shows a displaced,
shortened and varus femoral neck fracture. CT
confirms this fracture and also shows
comminution, as well as what appears to be a
Pauwels Il orientation of the femoral neck
fracture...Patient will likely go to the operating
room tomorrow..."

Interview with the Corporate Preparedness/Safety
Officer on May 12, 2014, at 3:00 p.m., In a
conference room, confirmed Patlent #11 was
inappropriately transferred.

Interview with the Corporate Preparedness/Safety
Officer on May 9, 2014, at 2:40 p.m., In a
conference room, revealed the facility did not
have current approved EMTALA policies for
Hospital #1 (facility or the East Campus) except
for a transfer policy. Further interview conflrmed
the unapproved policy with an origination date of
March 2014 was under review.

Interview with the ED Medical Director on May 12,
2014, at 11:58 a.m,, In a conference room and
the presence of the Corporate
Preparedness/Safety Officer, revealed EMTALA
policy "verbage is in our bylaws." .

L
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Varian Medical Systems, Inc. September 5, 2014

% Mr. Peter J. Coronado

Director, Global Regulatory Affairs
3100 Hansen Way

PALO ALTO CA 84304

Re: K140528
Trade/Device Name: TrueBeam, TrueBeam STx, Edge

Regulation Number: 21 CFR 892.5050

Regulation Name: Medical charged-particle radiation therapy system
Regulatory Class: 1I

Product Code: IYE

Dated: July 31, 2014

Received: August 4, 2014

Dear Mr. Coronado:

We have reviewed your Section 510(k) premarket notification of intent to market the device
referenced above and have determined the device is substantially equivalent (for the indications
for use stated in the enclosure) to legally marketed predicate devices marketed in interstate
commerce prior to May 28, 1976, the enactment date of the Medical Device Amendments, or to
devices that have been reclassified in accordance with the provisions of the Federal Food, Drug,
and Cosmetic Act (Act) that do not require approval of a premarket approval application (PMA).
You may, therefore, market the device, subject to the general controls provisions of the Act. The
general controls provisions of the Act include requirements for annual registration, listing of
devices, good manufacturing practice, labeling, and prohibitions against misbranding and
adulteration. Please note: CDRH does not evaluate information related to contract liability
warranties. We remind you, however, that device labeling must be truthful and not misleading.

If your device is classified (see above) into either class I1 (Special Controls) or class 111 (PMA),
it may be subject to additional controls. Existing major regulations affecting your device can be
found in the Code of Federal Regulations, Title 21, Parts 800 to.898. In addition, FDA may
publish further announcements concerning your device in the Federal Register.

Please be advised that FDA’s issuance of a substantial equivalence determination does not mean
that FDA has made a determination that your device complies with other requirements of the Act
or any Federal statutes and regulations administered by other Federal agencies. You must
comply with all the Act’s requirements, including, but not limited to: registration and listing (21
CFR Part 807); labeling (21 CFR Part 801); medical device reporting (reporting of medical
device-related adverse events) (21 CFR 803); good manufacturing practice requirements as set
forth in the quality systems (QS) regulation (21 CFR Part 820); and if applicable, the electronic
product radiation control provisions (Sections 53 1-542 of the Act); 21 CFR 1000-1050.



Page 2—Mr. Coronado

If you desire specific advice for your device on our labeling regulation (21 CFR Part 801), please
contact the Division of Industry and Consumer Education at its toll-free number (800) 638 2041
or (301) 796-7100 or at its Internet address
hitp://www.fda. sov/Medical Devices/Resourcesfor Y ou/Industry/defauli.htm. Also, please note
the regulation entitled, “Misbranding by reference to premarket notification” (21 CFR Part
807.97). For questions regarding the reporting of adverse events under the MDR regulation (21
CFR Part 803), please go to

http://www.fda.cov/Medical Devices/Safety/ReportaProblem/default.htm for the CDRH’s Office

of Surveillance and Biometrics/Division of Postmarket Surveillance.

You may obtain other general information on your responsibilities under the Act from the
Division of Industry and Consumer Education at its toll-free number (800) 638-2041 or (301)

796-7100 or at its Internet address
hitp:/foeww . fda. gov/MedicalDevices/Resourcesfor Y ouw/Industiv/default.htim.

Sincerely yours,

..’_»;:JM
o A For

Janine M., Morris
Director
Division of Radiological Health
Office of In Vitro Diagnostics
and Radiological Health
Center for Devices and Radiological Health

Enclosure
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510(k) Number (if known)
K140528

Device Name
TrueBeam and Edge Radiotherapy Delivery System

Indications for Use (Describe)
The TrueBeam and Edge Systems are intended to provide stereotactic radiosurgery and precision radiotherapy for lesions, tumors, and

conditions anywhere in the body where radiation therapy is indicated for adults and pediatric patients.

The TrueBeam and Edge Systems tuay be used in the delivery of radiation for treatment that includes: brain and spine tumors (such as -
glioma, meningioma, craniopharyngioma, pituitary tumors, spinal cord tumors, hemangioblastoma, orbital tumors, ocular tumors,
optic nerve tumors, and skull based tumors), head and neck tumors (such as unknown primary of the head and neck, oral cavity,
hypopharynx, larynx, oropharynx, nasopharynx, sinonasal, salivary gland, and thyroid cancer), thoracic tumors (such as lung cancer,
esophageal cancer, thyniic tumers, and mesothelioma), gynecologic tumors (such as ovarian, cervical, endometrial, vulvar, and
vaginal), gastrointestinal tumors (such as gastric, pancreatic, hepatobiliary, colon, rectal, and anal carcinoma), genitourinary tumors
(such as prostate, bladder, testicular, and kidney), breast tumors, sarcomas, lymphoid tumors (such as Hodgkin’s and non-Hodgkin’s
lymphoma), skin cancers (such as squamous cell, basal cell, and melanoma), benign diseases {(such as schwannoma, arteriovenous
malformation, cavernous malformation, trigeminal neuralgia, chordoma, glomus tumors, and hemangiomas), metastasis (including all
parts of the body such as brain, bone, liver, lung, kidney, and skin) and pediatric tumors (such as glioma, ependymoma, pituitary
tumors, hemangioblastoma, craniopharyngioma, meningioma, metastasis, medulloblastoma, nasopharyngeal tumors, arteriovenous

malformation, cavernous malformation and skull base tumors).

Type of Use (Select one or both, as applicable)
Prescription Use (Part 21 CFR 801 Subpart D) [] over-The-Counter Use (21 CFR 801 Subpart C)

PLEASE DO NOT WRITE BELOW THIS LINE — CONTINUE ON A SEPARATE PAGE IF NEEDED.

FOR FDA USE ONLY
Concurrence of Center for Devices and Radiological Health (CDRH) (Signature)

FSC Fublishing Services (301)443-6740  EF
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This section applies only to requirements of the Paperwork Reduction Act of 1995.
*DO NOT SEND YOUR COMPLETED FORM TO THE PRA STAFF EMAIL ADDRESS BELOW.*

The burden time for this collection of information is estimated to average 79 hours per response, including the
time to review instructions, search existing data sources, gather and maintain the data needed and complete
and review the collection of information. Send comments regarding this burden estimate or any other aspect
of this information collection, including suggestions for reducing this burden, to:

Department of Health and Human Services

Food and Drug Administration

Office of Chief Information Officer

Paperwork Reduction Act (PRA) Staff

PRAStaff@fda.hhs.gov

“An agency may not conduct or sponsor, and a person is not required to respond fo, a collection of
information unless it displays a currently valid OMB number.”
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Varian Medical Systems, Inc.
3100 Hansen Way

[
Palo Alto, CA 94304-1038
VARTAN s,
Tel +1 650 493 4000
www.varian.com

Premarket Notification [510(k)] Summary
TrueBeam/Edge Radiotherapy Delivery Systems

The following information is provided following the format of 21 CFR 807.92(c).

Submitter’s Name:

Varian Medical Systems, Inc.
3100 Hansen Way E-110
Palo Alto, CA 94304

Contact Name: Peter J. Coronado
Phone: 650.424.6320
Fax: 650.646.9200

Date: 31 July 2014

Proprietary Name:

TrueBeam™/ TrueBeam STx™ Radiotherapy Delivery System
Edge™ Radiotherapy Delivery System

Classification Name:

Medical charged-particle radiation therapy system
21 CFR 892.5050, Class Il
Product Code: IYE

Common/Usual Name:

Medical linear accelerator

Predicate Devices:

TrueBeam Radiotherapy System and Accessories: K123291
CyberKnife Robotic Radiosurgery System and CyberkKnife VSI Systems:
K102650

Agility™ K123808

Device Description:

The TrueBeam™ and Edge™ Radiotherapy Delivery Systerns are medical linear
accelerators that integrate the previously cleared Trilogy Radiotherapy system
and associated accessories into a single device.

The system consists of two major components, a photon, electron, and
diagnostic kV X-ray radiation beam-producing component that is installed in a
radiation-shielded vault and a control console area located outside the

treatment room.

Intended Use
Statement

The TrueBeam and Edge Systems are intended to provide stereotactic
radiosurgery and precision radiotherapy for lesions, tumors, and conditions
anywhere in the body where radiation therapy is indicated for adults and

pediatric patients.
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Indications for Use
Statement

The TrueBeam and Edge Systems are intended to provide stereotactic
radiosurgery and precision radiotherapy for lesions, tumors, and conditions
anywhere in the body where radiation therapy is indicated for adults and

pediatric patients.

The TrueBeam and Edge Systems may be used in the delivery of radiation for
treatment that includes: brain and spine tumors (such as glioma, meningioma,
craniopharyngioma, pituitary tumors, spinal cord tumors, hemangioblastoma,
orbital tumors, ocular tumors, optic nerve tumors, and skull based tumors),
head and neck tumors (such as unknown primary of the head and neck, oral
cavity, hypopharynx, larynx, oropharynx, nasopharynx, sinonasal, salivary
gland, and thyroid cancer), thoracic tumors (such as lung cancer, esophageal
cancer, thymic tumors, and mesothelioma), gynecologic tumors (such as
ovarian, cervical, endometrial, vulvar, and vaginal), gastrointestinal tumors
(such as gastric, pancreatic, hepatobiliary, colon, rectal, and anal carcinoma),
genitourinary tumors (such as prostate, bladder, testicular, and kidney),
breast tumors, sarcomas, lymphoid tumors (such as Hodgkin’s and non-
Hodgkin’s lymphoma), skin cancers (such as squamous cell, basal cell, and
melanoma), benign diseases (such as schwannoma, arteriovenous
malformation, cavernous malformation, trigeminal neuralgia, chordoma,
glomus tumors, and hemangiomas}), metastasis (including all parts of the body
such as brain, bone, liver, lung, kidney, and skin) and pediatric tumors (such as
glioma, ependymoma, pituitary tumors, hemangioblastoma,
craniopharyngioma, meningioma, metastasis, medulloblastoma,
nasopharyngeal tumors, arteriovenous malformation, cavernous
malformation and skull base tumors).

Technological
Characteristics

This device has the same technological characteristics as the previously
cleared TrueBeam device K123291. This submission does not introduce any

device maodifications.

Substantial
Equivalence

The indication for use statement for the TrueBeam and Edge radiotherapy
delivery systems is similar but not identical to its primary predicate device
K123291. The changes made with this submission include specific indications
for some typical lesions, tumors and conditions that may be treated with
radiation. The addition of this text to the indication statement does not
change the therapeutic effect of the device. These treatment sites fall within
the previously cleared general indication “to provide stereotactic radiosurgery
and precision radiotherapy for lesions, tumors, and conditions anywhere in
the body where radiation therapy is indicated”. The device itself is unchanged
from the previoys submission K123291. The principles of operation,
technological characteristics and labeling are substantially equivalent.

The functionality and intended use of the TrueBeam and Edge systems is
substantially equivalent to that of its predicate devices, CyberKnife and
CyberKnife VSI Systems (K102650) and Agility™ K123808, in safety and

effectiveness.

Summary of
performance testing

No changes have been made to the device and no new testing has been
performed.
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Kimsey Radiation Oncology, PLLC
Memorial Hospital Cancer Center
605 Glenwood Drive, Suite 208
Chattanooga, TN 37404

CURRICULUM VITAE

Frank Charles Kimsey, M.D., F.A.C.R.

Kimsey Radiation Oncology, PLLC

Erlanger Regional Cancer Center
979 East Third Street, Suite G-15 /,-f
/@

Chattanooga, TN 37403

(423) 490-7233 (423) 490-9080
(423) 490-7235 Fax (423) 490-9076 Fax
EDUCATION

2008 Fellowship, American College of Radiology
2003 10-year Recertification, American Board of Radiology
1995 Diplomate, American Board of Radiology in Radiation Oncology
1991-94 University of Florida, Shands Cancer Center, Gainesville, Fla., accredited residency
training in Radiation Oncology
1990-91 Diagnostic Radiology at Methodist Hospital of Memphis Radiation Oncology at
st. Jude Children's Hospital with Dr. Larry Kun; Part-time practice with
Metro Emergency Medicine Group, P.C.
1980-90 Internal Medicine Internship, Methodist Hospital of Memphis, Tenn.
1985-89 University of Tennessee Medical School, Memphis, Tenn,
1981-85. Emory University, Atianta, Ga., Bachelor of Science degree, dual major biology / psychology
1975-81 The Baylor School, Chattanooga, Tenn., Cum Laude Society

HONORS/POSITIONS

2013-present
2008-2011
-2007-2008
2006-present
2006-present
2005-2006
2004-2006
2004-present

2004-present
2002-2004
2000-2003

1999-2001
1999-2000
1899-2001
1998-present

1997-2000

1997-present -

1996-present
1995-Present
1995-present
1994-present

1924-present

Carrier Advisory Committee representative for TRS

Counselor, American College of Radiology

Alternate Counselor, Tennessee Radiological Society (TRS)

Medical Director, Chattanooga Tumor Clinic

Trustee, Hurlbut Foundation

Grievance Committee, Chattanooga Hamilton County Medical Society
President, Tennessee Radiological Society

Project Access Volunteer Provider—community partnership providing care

to uninsured workers

Specialty Society Delegate, Tennessee Medical Association

President Elect, Tennessee Radiological Society

Counselor, American College of Radiology (ACR). Sponsored the ACR policy
recommending multidisciplinary management of breast cancer patients
Chairman, Department of Radiation Oncology, Memorial Health Systems
Alternate Counselor, American College of Radiology

Memorial Foundation Development Council

Board Member, Chattanooga Tumor Clinic—a nonprofit multidisciplinary clinic
providing cancer services to indigent patients in the region

Nominating Committee, Tennessee Radiological Society

Board Member, American Cancer Society Chattanooga & Hamilton County Unit,
Chairman of the Cattle Baron's Ball 2001

Chairman, Memorial Health Systems Radiation Safety Committee

Member, American College of Radiology and Tennessee Radiological Society
Member, The American Society of Therapeutic Radiation Oncology

Member, American Medical Association, Tennessee Medical Association, and
Chattanooga/Hamilton County Medical Association

Private Radiation Oncology practice in Chattanooga, Tenn.




APERS

“Does Radiation Treatment Volume Predict for Acute or Late Effect on Pulmonary Function? A
Prospective Study of Patients Treated with Breast Conserving Surgery and Postoperative
Irradiation”. Cancer 1994;73:2549-55, Presented to the American Radium Society, Aruba 1993

“Are Women with Larger Breasts Appropriate Candidates for Conservative Surgery and Postoperative
Radiation Therapy? A study of Disease Control and Cosmesis in Early Stage Breast Cancer.”
Presented at the University of Florida Radiation Oncology Annual Spring Research Conference,

1983

“Malignant Tumors of the Nasal Cavity/Ethmoid Sphenoid and Frontal Sinuses.” Presented at the
University of Florida Radiation Oncology Annual Spring Research Conference, 1994

“Radiation Therapy for Sinus Malignancies,” J.T. Parsons, F.C. Kimsey et al: The Otolaryngologic
Clinics of North America 1995;28:1259-68

PERSONAL

I enjoy traveling with my family, physical training, fine dining, and hunting and fishing in the Tennessee
mountains. | am committed to giving back to my community and profession the blessings that | have

received.
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Raviewed - - Revised: apy |
I)aite:. Date:
Eli;lalnger H:i“:h System |-245- o
n .
olicy and Procedure — 831
T A

Index Title: Emergency Response on Erlanger Baroness Campus
Originating Pepariment: Administration

Number: 8316.951
Description for EHS intranet: Emergency; Emergency Response; Off

campus emergencies;

Policy statement: Erlanger Health System (EHS) provides this policy and
process to determine who should responid when an emergency situation
occurs on the Baroness Campus, and designated adjacent areas.

Scope: EHS employees within Baroness Campus.

Procedure:

When an emergency situation occurs within Baroness Campus / Miller Eye
Center or any location on the ground or first floor of the Medical Mall, a Code

Biue, Code 5 or Rapid Response call should be made.

Emergency siuations that eccur on adjacent grounds, e.g. driveways,
parking lots, Whitehall Building, Fillauer Building, UT Family Practice, E kids,
Lincoln Park Building and any area not described above should contact 911,
For additional medical expertise, the House Supervisor (HS) may be

contacted.

ndependent Physician Practices are not part of the Hospital and should be
considered as adjacent grounds. For these areas, contact 911 in emeargency

situations.

The HS can be immediately contacted by dialing 778-6911. After assessing
the nature of the emergency, while waiting for a response, the appropriate
first aid care, CPR (Cardiopulmonary Resuscitation), containment of bleeding
and/or comfort measures are to be offered. This care must be consistent
with good medical practice (which may mean, “doing no harm” and nok
moving the petson). The HS will determine the level of response required
for emergency/medical situations after considering the following:

= Personal safety of the responding personnel.
= Avallability of medically trained staff who could be dispatched to the

location,
»  Status/need of current and waiting patients, in that the medical care of -

thesa individuals will not be delayed or impaired by having emergency
personnel dispatched to another location.



Emergency Response on Eranger Baroness Campus
8316:951- - - - o- - : SIRTETIEE
Page 2 of 2

»  Availability of portable medical equipment and supplies to be
- transporied by emergency medical personnel o the location.

The Rapid Response Nurse (7789) may be called on to sérve as the back up
for the HS, should the HS be unavailable.

The HS will put the Emergency Department on stand-by for additlonal

stabilizing and packaging equipment, including transport needs via stretcher.

See CPR Adult Code Blue Process, PC.120.
See CPR Pediatric Code 5 Process, 6012.08

Comnmilttee Approval/Date
Legal 6/12
Code Committee 6/12
#
Approval/Date

Medical Director

References:
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Policy and Procedure Date: Date:
8 2/20

772014

Index Title: Non-EmergentHospitalOuipatient Order Policy
Originating Department:Patient Access

Number: 8316.1035

Dascription for EHS Intranet: Quipatient Orders

. Policy Statement: Erlangsr Health System (EHS) requires a complete and valid physician
oufpatient order prior to non-amergent hospital services befng renderad.

Purpose: To establish guidslines oullining the documentation required for all non-smergent
oufpatient services orders submitted in accordance with payer guidelines. This policy shouid be
used in conjunction with fhe Non-Coverad Services Policy and the Medical Necessity Policy.

Scope: All non-emergent outpatiant services provided by an outpatient department of Erlanger
Heaith System.

Excoptions: Excapfions to this policy applicable to Medicare pafients inclide the following
services for which Medicare does not require a documented order:

¢ Screening mammography,
» Pneumoccccal pnaumenia vaceine (PPV) and its admmlstratmn ]

e Influenza vaccine and its adminisiration.

Dafinitions:

Authentication:The requirement of & written sighature or a computer-secure eniry by a unigus
identifier of a primary author who has approvgd the entry.

Advance Beneficlary Nofice (ABN}): An ABN is a written notice given to a Medicare
Beneficiary before Part B services are furnished when Erlanger Health System believes that
Medicare will not pay for some or all of the services on the basis that they are not reasonable and
necessary (i.e., under §1862(a)(1) of the Act) and Erlanger Health System (EHS) wishes fo biil
the patient for the provided services. The information in the ABN will assist the beneficlary in
making an informed decision whether or not to receive the service and ba financially responsible

for the payment.

Deferrak of Hospital Outpatlent Services: The deferral or re-schaduling of services unitil the
receipt of a complete and valid physician order and the financial requirements being met.

Medical Necessity; {tams or services which may be justified as reasonable, necessary, andfor

appropriate, based on evidence-based clinical standards of care.



Non-Emergent Hospital Outpatient Order Policy :
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Modiflcation of Orders: Existing orders may not be changed by EHS personnel. Any change or
addition to a service or test embodied In an existing order requires that the procedures noted in
the “Modification of Outpatient Orders” section of this palicy be followed.

Non-Physiclan Practitioner (“*NPP”): An NPP can be a physician assistant, clinleal
psychologist, nurse practitioner, clinfcal nurse specialists, licensed elinical social worker, or
certified nurse midwife acting within hisfher state scope of praciice laws and hospital-granted

privileges.

Outpaiient Laboratory Requisition: A computer generated document listing outpatient tests
that are available for a Physician fo order. It can serve as evidence of the services the Physician .
intended fo order if it is also adeguately documented in the medical record and authenficaled. .

Order Sets:An order that ouflines a treatment regime or siandard of care required for a patient
having & specifically-defined type of care / freatment (i.e., AHCPR protocol for freatment of
pressure ulcers). Special Note: Orders for outpatient services may be supported by a valid,
approved hospital order set that has been initiated by a physician or NPP and approved by the
hospital's Medical Staff. A copy of the order set must be maintained in the patient's redical

racords.

Recuriing Orders:A physiclan may submit an order for tests, injections, lab, infusions, etc., fo be
performed on a recuring basis. The recurring order must include all elements as ouilined in

theoutpatient order elements noted below in this policy, including: . y

= Frequency of the fest, eic. to be performed {such as monthly, weekly,bi-waekly, stc.)

= The length of time that the order is to re-oceur and is valid(such as 6 weeks, 2 weeks, 3
months, ste.) Mostwill be updated every six months — however, & Recurring Order may
be valid beyond 6 months or less / more than this time period based on fime
specifications of the physician as the duration of the patient's specific treatment period,

not fo exceed twalve months. i
«  Number of treatments to be provided (such as 10 HBO TX, otc.)

« PMust be medically necessary

Treating phyéician: A physician, as defined in §1861 (r) of the Social Security Act (the Act), who
furnishes a consultation or treats a beneficiary for a specific medical problem, and who uses the
results of & ciagnostic fest in the management of the beneficlary’s specific medical problem.

PROCEDURES: ]
The following are the required data elements for Non-Emergent Hospital Cutpatient Orders:

1. Patient Lagal Name;

2. Patient date of birth; .
3. Reason for ordering the test or servics (i.s., diagnosis description signs or sympiomas);
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4. Physician or qualified healih professional authentication sngnature

5. Name of ordering practitioner;
6. Date of order (Date provider signed the order).

A complete and valld physician order contains the ahove slements. When the above elements
are present and all other coverage guidelines are met, the hospital may provide and subsequently

hill for the services ordered once performed.

Speetial Note: An acceptabls order should not include such diggnosis language as:
Rule/Qut (R/Q)

Passible

» Suspicious

Probable

A eomplete and valid physician erder shouid be secured for all non-emergent outpaflent
services at least 48 hours prior to the patlent’s dafe of serviceby responsible registration and

scheduling personnel.

All non-emergent outpatient services schaduled without a complete and valid order 48 hours prior
to the patient's date of service will be escalated by Patient Access. The physician or physician’s
office personnei wili be contacted via felephone and email notifying them that the service will be
defemad due to the lack of a valid order. Onee notified, the physician’s office must supply a valid
order that contains all of the required elements no later than 24 hours prior fo scheduled |
appointment fo prevent the service from being deferred and rescheduled.

Unschedulaed or wailk-in patients must ardve at regisiration with a complete and valid physician
order. Patient Access, Regisiration or other responsible personnel recsiving an incomplete order
must call the physician office and request the required information. The physician office must
furnish a new order for any unschedufed or walk-in patients arriving at registration without 2
complste and valid order prior to the services being provided. Unscheduled or wall-in patients
may experisnce extended wait times pending receipt of a complete and valid order, verification of
patient insurance policy requirements related fo pre-cartification or pre-authorization of serwces

prior o services being renderad.

- Every effort should be made to obtain all required information prior to servigss being rendered.
For Medicare and Medicaid pafients, the Center for Medicare & Medicaid Senvices guidelines
state that If patient care or the Integrify of a specimen Is at risk, you should continue processing
the test (s) or performing servica (s) and subsequiently obtain the required elements. This
requires olinical judgment and should be discussed with appropriate supervisor(s).

All Patient Accass registration depariments are responsible for scanning the complete and vaiid
physician order into HPF in order for the order to become a part of the patient’'s medical record.

If any of the required outpatient order data elements noted above are missing, a new order wﬂl be
REQUIRED directly from the physician prior to the services bemg performed.

Verbal orders will notbe accepted for non-emergent hospital outpatient services.
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Modification of Order:

" As noted above, every effort should he made to obtain all required information prior to non-
emergent cutpatient services being provided. Patient Access, Registration or other personnel
raceiving an incomplete order must call the physician office and request that the physician office
furnish a new and valid order prior to the services being provided. ' .

If patient services were rendered with an incomplete order {i.e. missing or incorrect Dx),tiie
physician can make an entry to clarify/correct this by amending the patient's medical record,
documenting the missing data element and / or reason for the carrection and providing us with a
copy of the amended pafient record. If an order for a clinical diagnostic service Is missing the
provider's authentication, you may rely on a copy of the patient's medical record if it already has
docurmentation of the provider's infent to order the services and the medical record had
peenpreviously authenticated. Please note that this should be the excsption not the rule,

Implementation:

1. EHS must ensure all outpatient orders, whether papet-based or generated through web-
based physiclan portals, meet the requirements of this policy. o :

2. EHS must have a process in place to ensure staif and Physicians are nofified of the
requirements of this policy. -

Annual Review:

This policy and related supporting documents are subject to annual review by the Patient Access
Department and members of the Revenua Cycle Committes, including the Office of Compliance.

Enforcement:

All EHS personnel whose responsibilities are affected by this policy are expected to be famillar
with the basic procedures and responsibilities created by thie policy. Those employees who fail to
corply with this policy will be subject to appropriate disciplinary action pursuant to EHS'
applicable policy and pracedure, up to and including termination. .

Commitiee Approvamjate
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References:

Medicare Conditions of Participation

42 C.F.R §482.23; §428.24; §428.26b.4

42 C.F.R §410.32

TJC (The Joint Commission) RC standards

TJC (The Joint Commission) MS 2.5 -
hitp:/Awww.cms.goviMedicara/Coding/ACD 10/index. himi

CMS Benefit Policy Manual (Pub 100.02) Transmittal 80 |

CMS "Medicare Program Integrity Manual® (Publication [Pub.] {100-08), Chapter 3, Section 3.4.
11D

CMS, State Operations Manual Appendix A-Survey Protacol, Ragulations, and Interpretive
Guidelines for Hospitals, Interprefive Guidelines §482.24(c) (1) () and (il)

EHS Rules and Regulations of the Medical Staff (January 18, 2011)

EHS Bylaws of the Medical Staff (May 2010)

Thie ABN manual instructions and ABN Form CMS -R-131 are availeble at

hitp:/ivww.cms.gov/ BNI/02_ABN.asp
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Quotation For:

Tony Dotson

ERLANGER MEDICAL CENTER
Radiation Oncology

Regional Cancer Center

975 East 3rd Street

Chattanooga, TN 37401

(423) 778 - 7339 FAX: (423) 778 - 3168

Quotation

DVC20141002-001A Page: 1

Please address inquiries and replies to:

Daniel Ciarametaro

Varian Medical Systems

2250 Newmarket Parkway

Suite 120

Marietta, GA 30067

(678) 255 - 3888 FAX: (678) 255 - 3850
daniel.ciarametaro@varian.com

Your Reference:

Quotation Firm Until: March 15, 2015

FOB Point: US2 FOB: Destination

Shipping Allocation: 180 DAYS ARO

Payment Terms: 10%I85%! 5%

Varian Terms and Conditions of Sale 1652U Attached

TrueBeam Package

ERLANGER MEDICAL CENTER
Quotation Total of: USD  $3,065,941

Signature:

Accepted by:

Varian Medical Systems

Submitted by:

Name:

Title:

Date:

For this purchase, we designate

NOVATION as our

Any change will be Indicated below:

Institution’s Primary Group Purchasing Organization affiliation.

[J AmeriNet [] Aptium [ BJC [] Broadlane
0 CHW ] ConsortalHPG [] KP Select [] Magnet
] Matrix [ MedAssets [ Novation [] Premier
[ Rol 1 uso O VAGov [] None

(Signature)

Name: Daniel Ciarametaro

Title:  District Sales Manager

Date:  October 2, 2014

This document is confidential and intended solely for the information and benefit of the immediate recipient and Varian
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Quotation

DVC20141002-001A Page: 2

ERLANGER MEDICAL CENTER, Chattanooga, TN

Product Description

Offer Price

TrueBeam Package

ltem Qty
|§ectiom 1
1.01 1
.02 1
103 1
1.04 1
105 1
1.06 1
107 1
1.08 1
1.09 1
110 1
111 1
112 1
113 1
114 1
115 2
116 1
117 1
118 1
119 1
120 1
121 1
1.22 1

TrueBeam Package

New Universal Baseframe 52" Fixed Floor
Rapid Arc Treatment Delivery License
6/8 MV (BJR 11/17)

16/10 MV (BJR 11/17)

16/16 MV (BJR111T)

18/23 MV (BIJR 11/17)

6 MeV, 0-1000 MU/min

9 MeV, 0-1000 MU/min

12 MeV, 0-1000 MU/min

16 MeV, 0-1000 MU/min

18 MeV, 0-1000 MU/min

STD TRNG: TrueBeam On-Site Support
INCL ED: TB201 TrueBeam for Physicists
INCL ED: TB101 TrueBeam Operations
NLS: English

120 Multileaf Coliimator

Lower Wedge Set

Upper Wedge Set
6X High Intensity Mode
10X High Intensity Mode

9 MeV HDTSE, 2500 MU/min

This document is confidential and intended solely for the informetion and benefit of the immediate recipient and Varian
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DVC20141002-001A Page: 3
medigay =vis FSNs ERLANGER MEDICAL CENTER, Chattanooga, TN

Item Gty Product Description Offer Price
1.23 1 Low-XImaging 2.5Mv
1.24 1 Advanced IGRT & Motion Package
1.25 1 RPC Lung Phantom Voucher Option
1.26 1 Respiratory Motion Mgmt Pkg
1.27 1 INCL ED: CL222 Respiratory Gating
1.28 1- Integrated IGRT Couch Top
1.28 1 Patient Accessory Verification System
1.30 1 Additional MotionView CCTV Camera System
1.31 1 Enhanced Beam Conformance Specification
1.32 1 Beam Conformance to Cust Ref Data-X-rays
1.33 1 Power Cond., 3phase 50KVA, TrueBeam
1.34 1  Main Circuit Breaker Panel
1.35 1  Filtrine Water Chiller: HE

[Section 2
2.01 20 Varian Flex-Credit
3,065,941.00

Quotation Total $

This document is confidential and intended solely for the information and benefit of the immediate recipient and Varian
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VARTAN Quotation

i | t
megdical systems ERLANGER MEDICAL CENTER, Chattanooga, TN

Offer Price

tem Qty Product Description

There may be radiological regulatory requirements applicable to possessing and/or operating radiation generating machines.
Varian takes no responsibility regarding local radiation safety reguirements.

These requirements are the cusfomer's responsibility.

End of Support:Varian may terminate the Agreement at the end of support of the Product that is the object of the Support Services

by giving twenty-four (24) months written notice to the Customer. However, Varian may shorten this notice period in its sole
discretion if termination is required due fo key component obsolescence issues or material product quality concerns.

Terms & Conditions of Sale
This offer is subject to credit approval and is exclusive of any applicable sales taxes or duties.

If Customer chooses to pay by credit card, a four percent (4%) service fee will be added.

FINANCING AVAILABLE: For lease and finance plans, call Tony Susen, Director - Varian Customer Finance, at (508) 668-4609.

This document is confidential and intended solely for the information and benefit of the immediate recipient and Varian



Consolidated Interim
Financial Statements

Quarter Ending
September 30, 2014

This financial report is confidential and proprietary
information. This document is not a public record until
finalized and released by the chief financial officer.

The embargo date for the information contained herein is
October 20, 2014 at 5P.M. EST. No part of the information
contained herein may be released or discussed publicly until

this date.
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ERLANGER HEALTH SYSTEM
Unaudited Consolidated Balance Sheets as of: September 30, 2014

ASSETS | | 2015 | | 2014 |
UNRESTRICTED FUND
CURRENT: :

Cash and temporary investments $ 50,723,375 $ 25,870,040
Funds held by trustee - current portion 10,121,996 10,202,918
Patient accounts receivable 332,792,295 285,261,247
Less allowances for patient AIR (254,547,878) (201,697,911)
Net patient accounts receivable 78,244,417 83,563,335
32,691,336 33,651,130

Other receivables

Due from third party payors 15,297,531 5,643,317

Inventories 12,830,058 13,109,114

Prepaid expenses 7,138,777 7,209,006

Total current assets 207,047,491 179,248,860
PROPERTY, PLANT, AND EQUIPMENT

Net property, plant and equipment 148,106,020 163,964,918
LONG-TERM INVESTMENTS 428,022 473,318
OTHER ASSETS:

Assets whose use is limited 131,953,425 130,624,697

Deferred debt issue cost 2,036,905 5,680,445

Other assets 1,632,856 1,766,774

Total other assets 135,623,186 138,071,917
DEFERRED OUTFLOWS OF RESOURCES

Deferred amounts from debt refunding 701,828 787,766
TOTAL $ 491,906,546 $ 482,546,779
I LIABILITIES | | 2015 1 | 2014 |

UNRESTRICTED FUND

CURRENT:

Current maturities of long term debt $ 10,865,628 § 8,109,058

39,703,742 43,688,128

Accounts payable

Accrued salaries & related liabilities 23,195,516 20,172,528

Due to third party payors 109,881 2,570,298

Construction fund payable 61,187 296,298

Accrued Interest payable 3,127,456 3,465,342
Total current liabilities 77,063,409 . 78,301,653
POST RETIREMENT BENEFITS 27,426,333 17,551,617

(GASB 45 & FAS 112)
RESERVE FOR OTHER LIABILITIES 23,515,699 28,329,027
DEFERRED INFLOWS OF RESOURCES

Deferred gain from sale-leaseback 3,935,725 4,400,481
LONG - TERM DEBT 159,034,778 170,128,747
FUND BALANCE:

Unrestricted 184,923,923 166,973,914

Invested in capital assets, net of related debt 11,077,066 22,341,341

Restricted 4,929,612 4,520,000

200,930,602 183,835,255

TOTAL $ 491,906,546 § 482,546,779
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INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees of
Chaitanooga-Hamilton Covnty Hospital Authority
(/b/a Exlanger Health System): :

Report on the Combined Financlal Statements

We have sudited the accompanying combined financial statements of the business-type activities
of Chattanooga-Hemilton County Hospital Authority d/b/a Brlanger Health System (the Primary -
Healih System) and its discretely presented component units, s of and for the years ended June
30, 2014 and 2013, and the related notes to the combined finaneial statements, which collectively
comprise the Primary Health System’s basic combined financial statements as listed in the table

of contents. :
Mansgement’s Responsibiliy for the Combined Financial Staiements

Management is responsible for the preparation and fair presentation of these combined financial
statements in sccordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control televant
to the preparation and fair presentation of combined financial statements that are free from

meterial misgtatement, whether due fo fraud or exror.

Auditor’s Resporsibility

Our responsibility is to express opinions on these combined financial staterments based on our
andits. We conducted our audits in accordance with auditing standards generally accepted in the
United States of America, Those standards require that we plan and perform the audit to obtain
reasonable assurance sbout whether the combined financial statements ars free from material

misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the combined financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the
combined financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of
the combined financial statements in order to design audit procedures that ave appropriate in the
cireumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Primary Health System’s internal conirol. Accordingly, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonablencss

: I
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of significant accounting estimates made by management, as well as evaluating the overall
presentation of the combined financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriats to provide a
basis for our audit opinion.

Opinions

Tn our opinion, the combined financial statements referred to above present fairly, in all material
respeots, the respective financial position of the business-type activities and the disoretely
presented component units of the Primary Health System as of June 30, 2014 and 2013, and the
reapective changes in financial position and, where applicable, cash flows thereof for the years
then ended in accordance with accounting principles generally acoepted in the United States of

America.

Ewmphasis of Matier

As discussed in Note A to the combined financial statements, during the year ended Tune 30,
2014, the Primary Bealth System adopted a newly issued accounting standard that requires
- retronetive adjustments to amounts previously reported as of and for the year ended June 30,
2013, with a cumulative effect adjustment to net position as of June 30, 2012. Our opision is not

modified with respect to this matter.

(ther Motters

Reguired Supplementary Information: Accounting principles generally accepted in the United
States, of America require that the management’s discussion and analysis (shown on pages 3
through 11) be presented to supplement the badic combined financial statements. Such
information, alfhough not a part of the basic combined financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial
veporting for placing the basic combined financial statements in an appropriate opexational,
economie, or historical confext. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards gemerally accepted in the
United States of America, which consisted of inguiries of management about the methods of
preparing the information and comparing the information for consistenoy with management’s
responses to our inguities, the basic combined financizl statements, and other knowledge we
obtained during our audit of the basic combined financial statements, We do not express an
opinion or provide any assurance on the information because the limited procedures do mot
provide us with sufficient evidenoe to express an opinion or provide auy assurance.

M M Yl

Knoxvills, Tennesses
September 17, 2014
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CHATTANCOGA-HAMILTON COUNTY HOSPITAL AUTHORITY
(d/b/a Exlanger Healih System)

Maonagesent’s Discussion and Analysis

Years Ended June 30, 2014 and 2013
MANAGEMENT’S DISCUSSION AND ANALYSIS

The discussion and analysis of Chattanooga-Flamilion County Hospital Authority d/b/a Erlanger
Health System’s financial performance provides an overview of financial activities for the fiscal

years ended June 30, 2014 and 2013.

Filanger Health System (the Primary Healfh System) is the largest healthcare provider in
Southeast Tennesses. The Primary Health System maintaing 8 number of very specialized
clinical services such as Level I trauma, Level TII neonatal, kidney transplantation, 2 Regional
Cancer Unit, a full sewvice children’s hospital, and open heart surgery, all of which are primarily
serviced by four “Life Force” helicopters and supported by subspecialty physicians (residents,
* faculty and private attending physicians) located on its campuses.

OVERVIEW OF THE COMBINED FINANCIAL STATEMENTS

The combined financial statements consist of two parts: Management’s Discussion and Analysis
and the combined financial statements. The combined financial statements also include notes
that explain in more detail some of the information in the combined financial statements.

The combined financial statements of the Primary Health System offer short-term and long-term
financial information about its activities. The combined statements of net position include all of
the Primary Health System’s assets and Habilities and provide information about the nature and
amounts of investments in resources (assets) and the obligations to the Primaty Health System’s
creditors (lisbilities). The assets and liabilities are presented in a classified format, which
distinguishes between current and long-term assets and liabilities. It also provides the basis for
computing rate of return, evaluating the capital structure of the Primary Health System and
assessing the liquidity and financial flexibility of the Primary Health System.

All of the fiscal year’s revenues and expenses are accounted for fa the combined siatements of
revenue, expenses, and changes in net position. These statements measure the success of the
\Primary Health System’s operations and can be used to defermine whether the Primary Health
Systern has successiully recovered all of iis costs through the services provided, as well as its
profitability and credit worthiness. '

The final required financial statement is the combined statements of cash flows. The primary
purpose of these statements is to provide information sbout the Primary Health Systen’s cash
receipts, cash payments and net changes in cash resulting from operating, investing, non-capital
financing and financing activities. The statements also provide answers to such questions as
wheze did cash come from, what was cash used for, and what was the change in the cash balance

during the reporting period?




CHATTANOOGA-HAMILTON COUNTY HOSPITAL AUTHORITY
(d//a Evlanger Health System)

Management’s Discassion and Analysis ~ Continued

Years Ended June 30, 2014 and 2013

The analyses of the combined financial statements of the Primary Health System begins on the
- next page. One of the most important questions asked about the Primary Health System’s
finances is “Ts the finaneial condition of the Primary Health System as a whole better or worse as
a resilt of the fiscal year’s activities?” The combined statements of net position and the
combined statements of revenus, expenses and changes in net position report information about
the Primary Health System’s activities in a way that will help answer this question. These two
statements report the net position of the Primary Health System and changes in the net position.
One can think of the Primaty Health System’s net position — the difference between asscts and
liabilities — as one way to measure financial health or financial position. Over time, increases of
deereases in the Primary Health System’s net position is one indicator of whether its finemncial
healfh is fmproving or deteriorating. However, one will need to consider other non-financial
factors such as changes in sconomic conditions, regulations and new or changed govetnment

legislation,

REPORTING ENTITY

The Chaftanooga-Flamilton County Hospital Authority d/b/a Erlanger Health System (the
Primary Health System) was creéated by a private act passed by the General Assembly of the
Sate of Tennessee on March 11, 1976, and adopted by a majority of the qualified voters of
Hamilton County, Tennesses on August 5, 1976. The Primary Health Systera is considered the
primary goveinmental unit for financial reporting purposes. As required by generally accepted
accounting principles, these financial statements present the Primary Health System and iis
component units, The' component units discussed below are included in the Primary Health
System’s reporting entity becanse of the significance of their operational, financial or other
relationships with the Primaty Health System. '

ContinuCare HealthServices, Inc., Plaza Surgery, G.P., Cyberknife of Chaitanooga, 1.c
(Cyberknife), UT-Exlanger Medical Group, Inc. (the Medical Group) and Exlanger Health Plan
Trost are legally separate organizations for which the Primary Health System is either financially
accountable or owns a majority interest. Accordingly, these organizations represent component
units of the Primary Health Systsm. The financial statements of Erlanger Health Plan Trust are
blended with the financial statements of the Primary Health System, as the Board of Etlanger
Health Plan Trust is substantially the same as that of the Primary Health System and the Primary
Health System has operational responsibility.

During 2012, the Primary Health System acquired 100% ownership in Plaza Surgery, G.P. Asa
vesult, Plaza Surgery, G.P.’s operations ave no longer distinct from the Primary Health System.
Duting fiscal year 2011, Cyberknifs was capitalized by coniributions from the Primary Health
System and certain other minority partners. Cyberknife provides radiation therapy services,
specifically robotic stercotactic radiosurgical services through the use of a Cyberkuife
stereotactic radiosurgery system on the Primary Health System’s campus. At June 30, 2014,

4 .



CHATTANOQGA-HAMILTON COUNTY HOSPITAL AUTHORITY
(d/b/a Exlanger Health System)

Management’s Discussion and Analysis - Continued

Years Ended June 30, 2014 and 2013

2013 and 2012, the Primary Health System owned 51% of Cyberknife’s outstanding mexbership
umits, The Medical Group was formed on June 30, 2011 and will provide professional healtheare
and related servicss to the public through its employed and pontracted licensed physicians and

. other supporting healtheare providers. The Medical Group has no members; however, the

Primacy Health System may access the Medieal Group’s services. The Medical Group is
currently not active.

KEY FINANCIAL INDICATORS

The following key finencial indicators ave for Erlanger Health System as a whole. They are
inclusive of the Primary Health System, ContinuCare HealthServices, Tne., and the 51%

controlling share of Cyberknife of Chattanooga, LLC.

«  Excess revenues over expenses from operations for Erlanger Health System for the fiscal
year 2014 is $18.0 million compared 0 excess GXPENSSS OVEr (EVEMULS of $7.9 million for
the fiscal year 2013 and excess expenses over revenues of $9.5 million for the fiscal year

2012,

o Total cash and investment reserves at June 30, 2014 are $139 million (excluding $31
million of fands held by Trustees or restricted by donors or others).

» . Net days in accounts receivable for Erlanger Health System (utilizing a three month
rolling average of net revenue) is 50 days at June 30, 2014 compared o 50 days at June
30, 2013 and 53 days at Tune 30, 2012.

s For fiscal year 2014, Erlanger Health System recognized $19.6 million in public hospital
supplemental payments from the State of Tennessee.

»  For fiscal year 2014, Erlanger Health Syllstem recognized $12.8 million in essential aceess
" payments from the State of Tennessee compare to $10.6 million in fis¢al year 2013 and

$11.4 million in fiscal year 2012.

e  Tor fiscal year 2014, Exlanger Health System did not recognize disproportionate share
- payments from the State of Tennessee corpared fo $8.5 million in fiscal year 2013 and
$9.,2 million in fiscal yesr 2012,

»  For fiscal year 2014, Erlanger Health System recognized $0.9 million in trauma fund
payments from the State of Tennessse compated to $1.1 million in fiscal year 2013 and

$1.0 million in fiscal year 2012.




CHATTANOOGA-HAMILTON COUNTY HOSPITAL AUTHORITY
(d/b/a Erlanger Health System)

Meanagement’s Discussion and Analysis - Continued

Years Ended June 30, 2014 and 2015

s For fiscal year 2012, Exlanger Health System recognized $3.3 million in a Medicare rural
floor budget neuirality settlement payment.

The required bond covenants ratios for fiseal year 2014 compared to bond requirements are as
follows: '

Master Boﬁdfnswerﬂequﬁmnfs

June 30, . Trust 2 ¢0 04
2014  Indeniure Series  Series Serfes

Debt service coverage ratio 2.40 1.10 1.10 1.35 1.35
Cushion ratio 7.30 N/A 1.50 N/A N/A
Current ratio 2.57 N/A 1.50 1.50 1.50
Days cash on band 87 N/A N/A. 65days 65 days
Indebtedness ratio 48% N/A. N/A N/A 65%
Operating cash. flow margin 8% N/A N/A 5% 5%

The trust indeniures and related documents underlying the bonds contain certain covenants and
resirictions. For fiscal year 2014, Erlanger Health System met all required debt covenants, For
fiscal year 2013, Erlanger Health System failed to satisfy the debt service coverage ratio required
by one of the bond insurers. As a result of the non-compliance, the Primary Health System
obtained a waiver from the bond insurer.

INET POSITION

Brlanger Health System’s net position for the combined Primary Health System and Aggregate
Discretely Presented Component Units increased by approximately $14 million in fiscal year

2014. Our analysis foeuses on the net position (Table 1) and changes in net position (Table 2) of

the Primary Health System’s operating activities. Discussion focuses on the Primary Health |
System and its blended component nmits. -

Net position for the Primary Health System increased from $182 million as of June 30, 2013 to
$195 million as of June 30, 2014. The current ratic (cutrent assets divided by current [isbilities)
jnereased from 2.25 in 2013 %o 2.52 in 2014 for the Primary Health System.




CHATTANOOGA-HAMILTON COUNTY HOSPITAL AUTHORITY
(d/b/a Exlanger Health System)

Management’s Discussion and Analysis - Continued

Years Ended June 30, 2014 and 2013

Table 1- Net Position (in Millions)

Jeme 50, 2012
. ‘ (Gefire GASB
Jure 30, 2014 June 3, 2013 63 mdopiion)
Biscretely Bigeretely © Diveretely
Frimary Presented Primary Presenfad  Primyy PFresepted
¢ Beali  Component  Hewlify  Component  Hewlth  Component
Systen Urits Bysters Units Sysiene Unkts

Current and other asssta 5 333§ 12 8 309 $ 12 8 ‘328 § 12
Cepital assets 149 g . 161 10 158 10
Total assets 480 21 470 22 486 22

Deferred ouflows of resouroes i - i - - -
$ 481 $ 21 3 471§ 22 8 486 3 22
Long-term debt outstanding 3 159 § 38 170 8 K 177 § 4
Otlaer liabilitics 123 3 114 4 109 4
Totel labilifies 282 6 284 8 286 8
Deferred inflows of resouroes 4 - 4 4 ., n
3 286 $ 6 3 289 § g 3 286§ 8

Not position

et investment in oapitel sssets 3 15 5% 10 3 6 § ~ -4 5
Restricfed, expendable 2 - 2 - 2 -
Unresirioted 191 9 170 8 198 9
Total net position. _$ 194 § 14 8 182 $ 14 % 200 § 14

Days in cash increased from 73 days as of June 30, 2013 to 88 days ag of Iune 30, 2014 for the
Primary Health System resulting from inereased opersting margins combined with a $19.6
million publm hospital supplemental payment received from the State of Tennessee in fiscal year
2014. Days in cash decreased fiom 81 days as of June 30, 2012 to 73 days as of June 30, 2013
for the Primary Health System due o decreased operating margins combined with a $8 million
reccwab!e for funds drawn on a line of credit extended to Hutcheson Medical Center, Inc. in

fiscal year 2013,

Days in net zccounts receivable wers 51 days as of June 30, 2014 and June 30, 2013. Days in
net accounts receivable decreased from 55 days as of June 30, 2012 to 51 days as of June 30,
2013.

Capital assets for the Primary Health System were $149 million as of June 30, 2014, Additions
for fiscal year 2014 totaled $14 million while $5 million of assets wete retired. Depreciation
expense was $26 million for the Primary Health System. Retirement of assets reduced
accumulated depreciation by $5 million in fiscal year 2014. Construction in progress was
$5 million as of June 30, 2014, Included in construction in progress are Erlanger Bast
development costs of $2.5 million.
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CHATTANOOGA-HAMILTON COUNTY HOSPITAL AUTHORITY
~ (d/b/a Exlanger Health System)

Meanagement’s Discussion and Aralysis - Continued

Years Ended Jiune 30, 2014 and 2015

Capital assets for the Primary Health System were $161 million as of June 30, 2013. Additions
for fiscal year 2013 totaled $30 million while $4 million of assets were retired. Depreciation
expense was $27 million for the Primary Health System. Retirement of assets reduced
accumulated depreciation by $4 million in fiscal year 2013. Construction in progress was
9 snillion as of June 30, 2013. Included in construction in progress at June 30, 2013 ave surgical
suite expansion projects totaling $3.2 million :

Primary Health System
2014 2013 2012

Yand and improveiments $ 26 $ C 26§ 25
Buildings ' 234 231 224
Equipment 377 367 351
Total 637 624, 600

, Less accumulated depreciation (493) (472') (449)
Consiruction in progress 5 9 7

- Net property, plant and equipment 8 149 8§ 161 8§ - 158

Long-term debt outstanding amounted to $159 million as of Tone 30, 2014 compared to $169
million as of June 30, 2013, The decrease in long-term debt reflects normal scheduled principal
payments. Long-texm debt outstanding amounted to $169 million as of fune 30, 2013 compared
to 3177 million as of June 30, 2012. The decrease in long-term debt reflects normal scheduled
principal payments. :

Other lisbilities for the Primary Health System were $123 mﬂ]ion as of June 30, 2014, $119
million at June 30, 2013, compared to $108 million as of June 30, 2012. '

CHANGES INNET POSITION

The focus for Erlanger Health System’s management team during fischl year 2014 and 2013 was
to increase the Primary Health System’s volumes in a number of key product lines in a
downturned economy, improve relationships with stekeholders, and improve operaiing
efficiencies. .
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CHATTANOOGA-HAMILTON COUNTY HOSPITAL AUTHORITY
(d/b/a Exlanger Health System)

Management’s Discussion end Analysis - Continned

Years Ended June 30, 2014 and 2013

.Table 2- Changes in Net Position (in Millions)

Jure 30, 2014 June 30, 2013 June 30, 2012
Discrately Discreicky Diserelely
Primury Presented Frimary Presenfed Primary Presesited
Health  Cosponemt  Mealth  Component  Health  Component

. Systera Unilts Syster Units Syslem Urits
Net patient revenus ' 8 571 § 1 3§ 526 % 12 § 514 % 12
Other revenus 21 17 19 16 22 18
Total revenuc 592 28 545 28 536 28
Expenses: .
Seleties 305 14 258 13 300 13
Supplies and other sxpenses 126 18 113 11 116 ? 11
Purchased services 117 3 114 3 104 3
Depreciation and emortization 26 i 27 1 26 1
Total oxpenses _ 574 28 552 28 546 28
Operating Income revenues in
excess of (less than) expenses 18 1 ™ - (10) -
Nonoperating gaing 2 = = . 4 .
Interest expense and other ® - ¢)] - 11 -
Operating/capital contributions 1 - - - - -
Chax_lge innetposition _$ 2 8 1 8 a4 § - 8 (7 $

Net patient service revénue for the Primary Health System increased from $526 million in fiscal
year 2013 to $571 million in fiscal year 2014, Admissions for fiscal year 2014 increased by
4.8% when compared to fiscal year 2013, while surgical mix increased over the prior year by
1.8%. The Erlanger Fast emergency room generated 15,900 additional emetgency room visits
compared to prior year. '

Net patient service revenue for the Primary Health Systerm increased from $514 million in fiscal
year 2012 to $526 million in fiscal year 2013. Admissions for fiscal yeat 2013 were coraparable
to fiscal year 2012, however, case mix increased over the prior year by 1.6%. The Erlanger East
emergency room opened in March 2013 generating 6,100 additional emergency room visiis
compared {0 prior year. '-

Salaries for the Primary Health System increased from: $298 million in fiscal year 2013 to $305
million in fiscal year 2014, Staffing was in concert with the increased volumes. Paid FTE’s per
adjusted occupied bed decreased from 540 in facal year 2013 to 5.13 in fiscal year 2014,
however, salary cost for fiscal year 2014 per hour increased by 2.2 % over the prior year.
Inclement weather in January 2014 and February 2014 resulied in increased overtime wages.
Salaries for the Primary Health System decreased from $300 million in fiscal year 2012 to $298
million in fiscal year 2013. Paid FTE’s per adjusted occupied bed decreased from 5,60 in fiscal
year 2012 to 5.40 in fiscal year 2013, '

A-101



CHATTANGOGA-HAMILTON COUNTY HOSPITAL AUTHORITY
(d/b/d Exlanger Bealth System)

Muanagement’s Discussion and Arolysis - Continued

Years Ended June 30, 2014 and 2013

Supplies and other expenses increased frem $113 million for fiscal year 2013 to $126 million in
fiscal year 2014, Supplies and drug costs trended with the volumae increases. Supplies and drugs
per adjusted admission for the Primary Health System decreased from $1,5 87 in fiscal year 2013
to $1,555 in fiscal year 2014. Supplies and othér expenses decreased from $116 million for
fiscal year 2012 to $113 million for fiscal year 2013. Supplies and drugs per adjusted admission
for the Primary Health System decreased from $1,675 in fiscal year 2012 to $1,587 in {iscal year

2013,

Purchased Services increased from $114 million in fiscal year 2013 to $117 million in fiscal year
2014 due primarily to the outsourcing of food and environmental serviees. Purchased Services
increased from $104 million in fiscal year 2012 to $114 million in fiscal year 2013 due to
contracted service expenditures assumed with the purchase of Plaza Surgery’s minority inferest,
fees associated with the third party operational assessment and implementation, and an increase
in rent expense resulting from the sale of the Erlanger East POB.

Depreciation aud amortization expense decreased from $27 million in fiscal year 2013 to $26
million in fiseal year 2014 due to decreased capital spending. Depreciation and amortization
expense increased from $26 million in fiseal year 2012 to $27 million in fiscal year 2013 due, in
part, to the addition of the Erlanger East emergency room.

* Interest expense, including gain (or loss) on matk-to-market of interest rate swaps, increased
from $7 million in fiscal year 2013 to $9 million in fiscal year 2014, The market value of the
Iiability for the matk-to-market of interest rate swaps inoreased by $.9 million in fiscal year 2014
compated to an increase of $2.3 million in fiscal year 2013. Interest expense, including gain {or
loss) on mark-io-market of interest rate swaps, decreased from $11 million in fiscal year 2012 to
$7 million in fiscal year 2013, The market value of the liability for the mark-to-market of
interest tate swaps increased by §2.3 million in fiscal year 2013 compared to a decreass of $1.1
million in fiscal year 2012,

QUTLOOK

The State of Tennessee continues to review the TennCare program (the State’s Medicaid
program). For fiscal years 2012 and 2013, the State passed a Hospital Coverage Fee to offset
shortfalls in the State’s budget for TennCare. The fee remalned intact and TennCare rates were
stable in fiscal year 2014. There could be possible TennCare rate changes in fiscal year 2015 as
a result of rate variation initiatives. Out-of-state Medicald and TenmCare changes would affect
the Primary Healith System’s bottom line with TennCare and Medicald patienis representing
approximately 22% of the payer mix. Self Pay patients represent approximately 10% of the
charge utilization. Healthcare reform and future changes in Medicare regulations could also
have ati adverse effect on the Primary Health System’s futuve operations since Medicare
represents approximately 33% of the payer mix.

10
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CHATTANOOGA-HAMILTON COUNTY HOSPITAL AUTHORITY
{(d/b/a Erlanger Health System) '

Menagement s Discussion and Anelysis - Continned

Years Ended June 530, 2014 and 2013

During fiscal year 2014, the Primary Health was added as a participant to the Public Hospital
Supplemental Payment Pool for public hospitals in Tennessee through a collaborative effort with
lotal Mayors, State Senators and Representatives, Hamilton County Medical Society, Board
members, physicians and hospital leadership. The inclusion of the Primary Health System in the
pool netted $19.6 million of additional fedexal funding for fiscal year 2014. The Primary Health
System will receive this funding annually as long as the eurrent TennCare waiver is Infact,

The Primary Health System also secured a 5-year pactnsmship agreement with BlueCross
BlueShield of Tennessee (BCBST) to be the exclusive provider for new members under the
health insurance exchange. BCBST is Tennessee’s largest insurer and Chattanooga’s largest
provider. Tn addition fo the exclusivity, the partnership included a $1M innovation graut and a
combined marketing effort specifically aimed at major Chattanooga employsrs. The pacinership
' provides for a more predictable, longer-term stable relationship with BCBST.

The Primary Health System recognized Essential Access payments totaling $12.8 million from
the State of Tennessee for fiscal year 2014, an inorease of $2.2 million from fiscal year 2013.
Disproportionate share payments were not approved by Federal goveinment for fiscal year 2014.
The Primary Health System received Disproportionate Share Payments of $8.5 million in fiscal
year 2013, The Primary Health System recognized Essential Access and Disproportionate Share
payments totaling $19.1 million from the Btate of Tennessee for fiscal yeer 2013, a decreass of
$1.5 million from fiseal year 2012, Additionally, the Primary Health System recognized trauma
fanding of $.9 million in fiscal year 2014 compared to $1.1 million in fiscal year 2013 and $1.0
million in fiscal year 2012, Payments from the State of Tennessee for the fiscal year 2015 ate
expectad to be consistent with the fiscal year 2014, Due to the 1966 Hamilton County Sales Tax
Agreement expiring in May 2011, the Hamition County appropriations to the Primary Health
System have been reduced from $3 million to $1.5 million for fiscal years 2014 and 2013

" Several initiatives contirue to be underway to increase the Primary Health System’s profiiable
position for the upcoming fiscal year. Operating improvements are being implemented to
continue to reduce expenses and grow surgical volumes. Increased surgery volumes ate essential
to the financial health of the Primary Health System.

11
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CHATTANOOGA-HAMILTON COUNTY HOSPITAL AUTHORITY

(d/b/a Erlanger Health System)

Combined Statements of Net Posiflor: - Continued

Jene 36, 2014
Primary Bigeyately
Bealth Presented
Sywtes Compenent Units
CURRENT ASSETS: ' '
Clash and cash equivalents . 44202064 3 765,461
"Cemporary investments 1,384,865 5,564,377
Assets limited as o use available for current liabilities 7 —
Patient accounts reoeivable, net 79,423,961 1,850,888
Estimated smounts due from third party payers 11,408,963 -
Pue from other governments 126,882 348,250
Inventories . 11,612,639 1,133,754
Receivable from Hutcheson Medical Center 20,550,000 .
Other eurrent assets 14,091,719 1,391,485
TOTAL CURRENT ASSETS 182,806,100 11,175,118
NET PROPERTY, PLANT AND EQUIPMENT 148,545,204 9,005,633
LONG-TERM INVESTMENTS, for warking capital 326,139 -
ASSETS LIMITED AS TO USE 131,928,433 .
OTHER ASSETS:
‘Propaid bond insurence 2,093,412 -
Bauity in disoretely presented component units and other 14,124,270 -
- Other assety 437,820 246,676
TOTAL OTHER ASSETS 16,555,502 946,676
TOTAL ASSETS 480,261,378 21,127,424
DEFHRRED OUTFLOWS OF RESOURCER
Deferred amounts fiom debt refunding 743,313 -
ASSETS AND DEFERRED OUTFLOWS OF RESOURCES 480,984,691 § 21,127,424
CURRENT LIARILITIES:
Accounts payable and acerued oxpenses 41,948,260 § 1,461,325
Acerued salaries snd related lizbilities 14,805,150 856,123
Estimated amounts due to third pasty payers - 189,881
Dus to other govemments 369,250 126,882
Current portion of long-term debt and capital lease obligations 10,809,288 616,368
Other cusrent liabilities . 4,648,355 175,587
/ TOTAL CURRENT LIABILITIES 72,580,303 3,346,667
TOMG-TERM DEBT AND CAPITAL LEASE OBLIGATIONS 159,321,067 3,143,716
PRNSION AND POST-EMPLOYMENT BENEFIT OBLIGATIONS 26,650,336 -
OTHER LONG-TERM LIABILITIES 23,913,836 -
TOTAL LIABTLITIES 282,495,542 #,490,377
DEFERRED INFLOWS OF RESOURCES ;
Deferzed gain from sale-Jeaseback 3,935,725 -
NET POSITION:
Unresiricted . 190,840,242 9,316,184
Net investment in capiizl assets 1,234,111 5,320,863
Resiricted expendable 2,478,671 -
TOTAL NET POSITION 194,553,434 14,637,047
LIABILITES, DEFERRED QUTFLOWS OF RESQURCES
AND NET'POSITION 480,984,681 § 21,127,474
12

See notes to combined financial statements.
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CHATTANOOGA-HAMILTON COUNTY HOSFITAL AUTHORITY

(d/b/a Erlanger Health System)

Combined Statesnents of Net Position - Continued

June 30, 2613 (Restated)

Frimary Discretely
Health Presented
_ Sopierm Component Units
CURRENT ASBETS:
" Cash and cash equivalents 5 17,250,905 § 930,587
- Tamporary investments 13,797,542 2,938,131
. Assets limited as to use available for current liabilities 28,275 -
Patient accoumis receivable, net 73,561,669 2,408,177
Estimated smounts due from tsird party paysrs 3,116,389 -
Due from otber govermments 528,032 377239
Tuventories 11,861,728 1,161,097
Receiveble from Hutcheson Medical Center 20,550,000 -
Other ciicrent assets . 20,129,320 1,917,719
TOTAL CURRENT ASSETS 160,823,860 9,732,250
NET PROPERTY, PLANT AND EQUIPMENT 160,973,575 0,643,816
LONG-TERM INVESTMENTS, for worldng capital 1,790,944 1,599,046
ASSETS LIMITED AS TO USE 130,231,028 -
OTHER ASSETS:
Prepaid bond insurance 2,367,769 -
Bquity In discretely presented component units and other 13,639,860 .
Other assets ) 437,820 §58,972
TOTAL OTHER ASSETS 16,445,449 858,072
TOTAL ASSETS 470,264,858 21,835,684
DEFERRED OUTELOWS OF RESOURCES
Deferred amonnts from debt refinding 808,251 , -
ASSRETS AND DEFERRED OUTFLOWS OF RESOURCES b A71,074,109 § 21,835,684
CURRENT LIABILITIES:
Accounta payable and accrued expenses 3 46,945,723 % 1,425,315
Agcrued salaries and related liabilities 14,015,721 910,318
Estimated amounts due fo third party payers * 93,625
"Due fo other governments : ) 377,239 528,032
Currestt portion of long-term debt and capital lease obligations 8,058,625 556,698
Ofher current lishilities ’ 2,194,117 838,223
TOTAL CURRENT LIABILITIES 71,591,425 4,352,211
1,ONG-TERM DEBT AND CAPITAL LEASE OBLIGATIONS 170,179,424 3,445,959
PENSION AND POST-EMPLOYMENT BENEFIT OBLIGATIONS " 17,406,052 .
QTHER LONG-TERM LIABILITIES - 25,100.226 .
TOTAL LIABILITIES 284,271,127 7,798,170
DEFERRED INFLOWS OF RESOURCES
Deferzed gain from sale-leaseback 4,400,481 -
NET POSITION:
Unsestricted . 170,051,736 8,321,046
et investment in capital assets 10,125,742 5,716,468
Restricted sxpendable 2,213,023 -
TOTAL NET POSITION 182,396,501 14,037,514
LIABILITES, DEFERRED OUTFLOWS OF RESOURCES
ANDNET POSITION _§ 471,074,109 § 21,635,684
See notes to combined financial statements. 13
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CHATTANOOGA-HAMILTON COUNTY HOSPITAL AUTHORITY
(d/b/ Exlanger Health System)

Comnbinied Statzments of Revenve, Expenses and Chunges in Net Position - Confinued

Year Ended June 30, 2014

Primary Discrately
Healil' Preseated
Syséem Comnponent Unils
OPERATING REVENUE:
Charges for services:
Net patient service revenue $ 571,264,197 § | 14,231,722
Other revenue 20,718,359 17,098,407
TOTAL OPERATING REVENUE 591,982,596 28,330,129
OPERATING EXPENSES:
Selaries, wapges and benefits 305,113,185 13,638,588
Supplies and other expenses 122,623,180 18,246,747
Purchaged services - 117,156,784 2,573,864
Tnsurance and taxes 2,988,771 379,274
Degpreciation i 26,182,683 1,109,747
TOTAL OPERATING EXPENSES 574,064,503 77,248,200
OPERATING INCOME 17,917,993 381,529
NONOPERATING REVENUE (EXFENSES):
Gain on disposal of assets i 371,286 18,496
Interest and investment income, net of foes 245,537 397,461
Net gain from diseretely presented component units and ofher 484,410 “
Tnterest expensge (8,559,590) (181,303)
Provision for income taxes - (16,550
Change in matk-to-matkst of interest tate swaps 873,783 T
NET NONOPERATING REVENUE (EXPENSES) (6,584,564) 217,604
INCOME BEFORE CONTRIBUTIONS 11,333,429 599,533
Operating confributions ' 382,825 -
Capital contributions 440,665 -
CHANGE IN NET POSITION 12,156,923 559,533
NET POSITION AT BEGINNING OF YEAR 152,396,501 . 14,037,514

NETPOSITIONATEND OF YEAR § 194,553,434 § 14,637,047

See notes to combined financial statements. ; 4



CHATTANOOGA-HAMILTON COUNTY HOSPITAL AUTHORITY
(@/b/a Exlanger Health System)

Cosnbined Statements of Revenie, Expenses and Changes in Net Positiorn - Continued

Year Ended June 30, 2013

(Resiated)
Fiigary Discretely
Health Presented
Sysien . Component Uniis
OFERATING REVENUE:
Charges for services: :
Net patient sexvice revette $ 526,132,300 § 11,345,356
Other revenue 18,969,187 16,241,907
TOTAL OPERATING REVENUE 545,108,487 27,587,763
OPERATING EXPENSES:
Salaries, wages and benefits 297,831,739 13,607,440
Supplies and other expenses 110,970,317 10,199,559
Purchased services _ 114,011,044 2,081,048
Tngurance and taxes _ 2476434 205,336
Depreciation _ 26856,073 1,045,235
TOTAL OPERATING EXPENSES 552,145,607 28,128,618
OPERATING LOSS (7,037,120} (540,855)
NONOPERATING REVENUE (EXPENSES):
Gain on disposal of assets 244,660 590,326
Tnterest and investment incoms, net of fees 24,827 104,642
Net loss from discretsly presented component wnits and other (261,887) (175,000)
Tnterest expense (5,190,977) (208,669)
Provision for income taxes - (8,663)
Change in mark-to-metket of interest rate swaps ; 2,256,035 .
NET NONOPERATING REVENUE (EXPENSES) (6,927,342) 302,636
LOSS BEFORE CONIRIBUTIONS (13,964,462) (238,219)
Operating disiributions , 7,248 -
Capital coniributions/other, net 220,077 -
CHANGE IN NET POSITION (13,736.237)° , (238,219)
NET POSITION AT BEGINNING OF YEAR, i
: as previously reported 199,945,930 14,275,733
CUMULATIVE EFFECT OF CHANGE
IN ACCOUNTING PRINCIPLE (3,817,192) -
NET POSITION AT BEGINNING OF YEAR 196,132,738 14,275,733

NET POSITION ATEND OF YEAR  § 182,396,501 $ 14,037,514

See notes to combined financial stotements. 15
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CHATTANOOGA-HAMILTON COUNTY HOSPITAL AUTHORITY

(d/b/a Exlanger Health System)

Combined Statements of Cash Flows - Continued

Primary Health Syséem
Year Ended June 30,

2014

2013

CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from third-party payers and patients
Payments to vendors and ofhers for supplies, purchased

pervices, and other expenses (245,573,098) | (217,039,131)
Payments to and on behalf of employees (295,049,472)  (297,118,972)
Other receipts 22,685,770 23,375,977

NET CASH PROVIDED BY OPERATING ACTIVITIES 43,328,542 36,589,089

CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES: - ,
Contributions 382,825 7,248
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES: :
Acquisition and construction of capital assets, net (13,928,432) (30,339,955)
Principal paid on bonds, capital lease obligations and other (8,048,272) (7,900,842)
Proceeds from sale of assets 81,660 473,130
Tniterest payments on long-ferm debt (8,258,717) (8,971,728)
Capital coniributions 440,665 220,977
NET CASH USED IN CAPITAL AND
RELATED FINANCING ACTIVITIES (28,714,092) (46,518,418)
CASH F1OWS FROM INVESTING ACTIVITIES: :
Interest, dividends, and net realized gains (losses) on 245,537 2,468,950
investments
Change in temporary and long-ferm investments

for worldng capital 13,877,484 (815,435)
Advences uinder nofe agresements - (8,050,000)
Net cash provided by (tvansferred to) assets limited as to use (1,669,137) 5,749,002

MET CASH (USED IN) PROVIDED BY
' INVESTING ACTIVITIES 12,453,884 (647,483)
INCREASE (DECREASE) IN CASH _
AND CASH EQUIVALENTS 26,951,159 (10,569,564)
CASH AND CASHEQUIVALENTS ‘
AT BEGINNING OF YEAR 17,250,905 27,820,469
CASH AND CASH EQUIVALENTS
ATEND OF YEAR § 44,202,064 $ 17,250,905
16

§ 561,765,342 § . 527,371,215

See notes to combined financial statements.
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CHATTANOOGA-HAMILTON COUNTY HOSPITAL AUTHORITY
(d/h/a Erlanger Health Systen)

Combined Statements of Cash Flows ~ Continyed

"~ Prittary Health System

Yeor Ended June 30,

2014

il

2013

RECONCILIATION OF OPERATING INCOME
(LOSS) TO NET CASH PROVIDED BY

OPERATING ACTIVITIES: \
Operating income (loss) $ 17917893 § (7,037,120) .
Adjustmenis to reconcile operating Joss to net
cash provided by opetating activities:
Depreciation ' 26,182,683 26,856,073
Amortization of other liabilities ‘ (393,607) (620,506)
Charigss in assets and liabilities:
Patient accounts receivable, net (5,867,292) 3,079,769
Estimated amounts due from third
party payers, nef (8,292,574) (3,497,287)
Tnventories and other assets 6,687,840 6,261,212
Accounts payable and acerued sxpenses (4,916,463) 10,187,021
Accrued salaries and related liabilities - T89,429 (135,013)
Other current and long-term labilities 11,720,553 1,494,940
NET CASH PROVIDED BY OPERATING ACTIVITIES § 43,828,542 § 36,589,089

SUPPLEMENTAL INFORMATION:

During the year ended June 30, 2013, The Primary Health System received & pommitment froma
third party to reimburse the Primary Health System for $1,900,000 in renovations performed at
Frlanger Fast., The Primary Health System. also recorded a lisbility in the amount of $1,200,000
that will be amortized (and recognized as operating revenue) over the lease term of 20 ysars,

~ See notes to combined  financial statements.
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CHATTANOGGA-HAMILTON COUNTY HOSPITAL AUTHORITY
(d/b/a Exlanger Health System)

Notes to Combined Financial Statements

Years Ended June 30, 2014 and 2013

NOTE A~-SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity: The Chattanooga-Hamilton County Hospital Authority d/b/a Erlanger Health
System (the Primary Health Systerm) was created by a private act pagsed by the General
Assembly of the State of Tennesses on March, 11, 1976, aud adopted by a majority of the
qualified voters of Hamilton County, Tennessee on August 5, 1976. The Chattanooga-Hamilton
County Hospital Authority consists of the Primary Health System and its aggregate discretely
presented component: units as disclosed below.

The Primary Health System provides comprehensive healthcare services throughout Hamilton
and Bledsoe counties, as well as outlying areas in southeastern Tennessec aud north Georgia.
These services ate provided primarily through the hospital and other facilities located on the
Baroness campus of Erlariger Medical Center. The Primary Health System also operates other
hospitals and clinies throughout the area. The Primary Health System is considered the primary
govemmental unit for financial reporting purposes. As requited by accounting prineiples
generally accepted in the United States of America, these combined financial statements present
the Primary Health System and its component units, The component units discussed below are
included in the Primary Health System’s reporting entity because of the significance of their
operational or financial relationships with the Primary Health System.

The primary mission of the Primary Health System and its component units is to provide
healtheare services to the citizens of Chattanooga, Hamilton County and the surrounding area.
Only those activities directly associated with this pupose are considered to be operating
activities. Other activities that result in gains or losses unrelated to the Primary Health System’s

primary mission are considered to be nonoperating.

Erlanger Health Plan Trust, Plaza Surgery, G.P., ContinuCare HealthServices, Tne., Cyberlkuifo
of Chattanooga, LLC, and UT-Erlanger Medical Group, Inc. are legally separate organizations
which the Primary Health System has determined are component units of the Primary Health
System.

Blended Component Units: The financial statements of Erlanger Health Plan Trust include assets
limited as to use totaling $1,627,033 and $1,619,834 &s of June 30, 2014 and 2013, respectively,
and net fnvestment income totaling $7,199 and $9,987 for the years ended June 30, 2014 and
2013, respectively, that are blended in the combined financial statements of the Primary Health
System, The board of the Erlanger Health Plan Trust is substantially the same as that of the
Primary Health System and the Primary Health System has operational responsibility.

Plaza Surgery, G.P. (Plaza) wag a joint venture which operated an ambulatory surgery center on
the Primary Health System’s campus. Tn 2012, the Primary Health System purchased all the
remaining outstanding units of Plaza and its operations were transferred to the Primary Health

8

A- 111



CHATTANOOGA-HAMILTON COUNTY HOSPITAL AUTHORITY
(d/b/a Exlauger Health System)

Notes to Combined Financigl Statewents - Continued

Years Ended June 36, 2014 and 2013

System, although Plaza remaing a separate legal entity. Plaza had no assets, lisbilities or
operations in 2014 or 2013.

Disareely Presented Component Units: The disoretely presented component units colunm in the
combined financial statements Includes the financial data of the Primary Health System’s other
component units. They are reported in a separate column to emphasize that they are legally
geparate from the Primary Health System. See the combined, condensed financial information in

Nots 0.

1. ConfinuCare HealthServices, Ino, and subsidiaty (ContinuCare) provide health and
supportive sexvices to individuals in their homes in the Hamilton County and north
Georgia areas. ContinuCare also provides tetail phacmacy goods and services at fout
locations in Hamilton County. The Primary Health System owms 100% of the stock of
ContinuCare. Sepatately andited financial statements for ContinuCare HealthServices,
Tnc. may be obtained by mailing a tequest to 1501 Riverside Drive, Suite 140,

Chattancoga, Tennessee 37406, ,

9. Cybedknife of Chaitanooga, LLC (Cyberlmifo) provides tadiation fherapy serviess,
specifically robotic stereotactic radiosurgical services, through the use of a eyberknife
stereotactic radiosurgery system on the Primary Health System’s campus. At June 30,
2014 aud 2013 the Primary Health System owns 51% of Cybecknife’s ontstanding
membership units and Cyberknife is fiscally dependent on the Primary Health System.

A condition of admission as & Member of Cyberlkuife, is to deliver limited guaranties,
guaranteeing prorata repayment of indebtedness of Cyberknife incurred to finance ifs
equipment costs and its working capifal needs. As of June 30, 2014 and 2013, total
debt outstanding was' $3,679,502 and $3,916,667, respectively, with payments due
through 2016, Management believes that the Primary Health System will not be
required to malke any payments related to the guarantes of this indebtedness.

3. UT-Erlanger Medical Group, Inc. (the Medical Group) was formed on June 30, 2011
and will provide professional healfhicare and related services to the public through
employed and contracted licensed physicians and other supporting healthcare providers.
The Medical Group has no mermbers; however, the Primary Health System may access
the Medical Group’s services. The Primary Health Bystem ig not entitled to any
potential earnings of the Medical Group except for compensation for services rendered
to the Medical group on its behalf. However, based upon the significance of the
Medical Group’s potential operation to the Primary Health System, management
believes its exclusion would be misleading and as such, inchides the Medical Group as
a component unit. The Medical Group is currently not active.

19
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CHATTANGOGA-HAMILTON COUNTY HOSPITAL AUTHORITY
(d/b/a Erlanger Health Syster)

Notes to Combined Financial Statements - Continued

Years Ended Fune 30, 2014 and 2013

FErlavger Healih System Foundations (the Foundation): The Foundation assists the Primary
Health System to promote and develop charitable and educational opportunities as they relate to
healthcare sexvices provided by the Primary Health System. The Primary Health System is not
financially accountable for the Foundation and as a result the Foundation has not been included

in the combined financial statements.

Contributions from the Foundation fotaling approximately $1,170,000 and $920,000 for the
yeats ended June 30, 2014 and 2013, respectively, wers recognized as contribution revenus by
the Primery Health System. The Primary Health System provided suppost to the Foundation of
$730,000 in 2014 and $347,000 in 2013.

Use of Estimates: The preparation of the combined financial statements in conformity with
accounting principles generally accepted in the United Biates of America requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities as of the date of the combined financial statements
and the reported amounts of revenue and expenses during the reporting period. Actual resulis
could differ from those estimates.

Enterprise Fund Accounting: The Primary Health System and its blended component units
wlilize the enterprise fund method of accounting whereby revenue and expenses are recognized
on the acerual basis using the economic resources measuremnent focus. '

Recently Issued or Effective Accounting Pronouncements; In Jung 2011, the Governmental
Accounting Standards Board (GASB) issued Statement No. 63, Financial Reporting of Deferred
Ouiflows of Resources, Deferved Inflows of Resources, and Net Pogition. This Statement amends
the net asset Teporting requirements of GASB Statement No. 34 and other pronouncements by
incorporating deferred ontflows and inflows of resources info the definitions of the required
componenis of the residual measure and renaming that measure as net position, rather than net
assefs. The requirements of this Statement were adopted by the Primary Health System in fiseal
year 2013 and the adoption did not have a material impact on the combined financial statemets.

Tn March 2012, the GASB issued Statement No. 65, Jiems Previously Reported as Assets and
Liabilities. Statement No. 65 establishes reporting standards that reclassify items previously
reported as assets or ligbilities as deferred inflows or outflows and was adopted by the Primary
Health Systern in 2014. GASB Statement No. 65 further requires that costs assaciated with the

issuance of long-term debt, other than insurance costs, be expensed in the period incurred, rather -

than deferred and amortized over the term of the related debt. As a result of the retroactive
application of fthis gnidance, certain amounts previously reported as of and for the year ended
TJune 30, 2013, have been restated and a cumulative sffect adjustment has been recorded to the
net position as of June 30, 2012, The effect of this application on previously reported combined
financial statement amounis for the Primary Health System reduced deferred financing cost

20
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CHATTANOOGA-HAMILTON COUNTY HOSPITAL AUTHORITY
(d/b/a Erlanger Health System) : .

Notes to Combined Financial Staternents - Continued

Years Ended June 30, 2014 and 2015

yeported at Juns 30, 2013 by $3,466,006 and reduced interest cxpense for the year ended June 30,
2013 by $351,186. ' ;

Further, GASB 65 requires certain amounts previously reported as assets or liabilities be
reclassified a8 deferred outflows or inflows. Such items include the untecognized gain on a sale-
leaseback iransaction and losses on previously refunded debt. The 2013 combined financial
statements have been reclessified to conform with these provisions of Statement No. 65.

Tn June 2012, the GASB issued Statement No. 68, dccounting and Financial Reporting Jor
Pensions. Statement No. 68 provides guidarice for improved accounting and financial reporting
by state and local govemment entities related to pensions, It also replaces the requirements of
GASB Statement No. 27 aud Statement No. 50, as they relate to pensions that are provided
through pension plans administered as trusts or equivalent mrangements that meet ocertain
criteria. Additionally, the GASB issued Statement No. 71, Pension Transition for Contributions
Made Subsequent to the Management Daie, which is effective conourrent with Statement No. 68.
Among other requivements, the Primary Health System will have to record a net pension liability
that is based on fiduciary plan net position rather than on plan funding an provide explanatory
disclosures in the notes to the financial statements. These Statements ate required for fiscal years
beginning afier June 15, 2014 with carly adoption encouraged. These Siatements will be
effective for the Primacy Health System in 2015 and mapagement and its actuaties are currently
gvaluating its impact on the combined financial statements.

Net Patient Service Revenue/Receivables: Net patient service revenue is reported on the agerual
basis in the period in which services are provided at rates which reflect the amount expected to
be collected. Net patient sexrvice revenue includes amounis estimated by management to be
reimbuxsable by third-party payer programs under payment formulas in effect: Wet patient
revenne also inchudes an estimated provision for bad debts based upon management’s evaluation
of collectability based upon the age of the receivables and other criteria, such as payer
classification end management’s assumptions about conditions it expects to exist and courses of
action i expects to teke. The Primary Health System’s policies do not require collateral or other
security for accounts receivable, although the Primary Health Systemn routinely accepts
assignment or s otherwise entitled to receive patient benefits payable under health insurance
programs, plans or policies. Supplemental payments from the State of Tennessee are recognized

when detexminable (sse Note B),

Charity Care: The Primary Health System accepts patients regardless of their ability to pay. A
patient is classified as a charity patient by reference to certain policies established by the County
Auditor with regard to the Hamilton County indigent program or by the Primary Health System
for other patients. Hssentially, these policies define charity services as those services for which
minimal payment is anticipated. In assessing a patient’s inability to pay, the County and the
Primary Health System utilize the generally recognized poverty income levels, but also include
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CHATTANOCOGA-HAMILTON COUNTY HOSPITAL AUTHORITY
(d/b/a Exlanger Health System)

Notes to Combined Financial Statermienis - Continued

Years Ended June 30, 2014 and 2013

certain cases whers incurred charges are significant when compared to the incoms of the patient.
These charges are not included in net patient service revenue.

Cash Eguivalens: 'The Primary Health System considers all highly liquid investments with
matnrtiies of fhres months or less when purchased, excluding amounts whose use is limited by
board designation, held by trustees under indenture agreement, or otherwise resiricted as to use,
to be cash equivalents. : - '

Inventories: Tnventories consist principally of medical and surgical supplies, general stors
supplies, and pharmacy jtems and are stated at lower of cost (fixst-in, first-out) or fair markei

value.

Jivestments: The Primary Health System’s investments (inchiding assets limited as to use) are
reported at fair market value based on quoted market prices. Assets limited as to use nelude
funds designated by the Board, finds held by trustees under trust indentures, and funds restricted
by domors or grantors for specific purposes. The Primary Healih System congiders those
investments with meturities of more than three months when purchased, maturing in moge then
one year and whose use is not limited by board designation, held by trustees under indeniure
agreement, or otherwiss restricted as to use, to be long-ferm investments, Tnvestments, including
assets limited as to use, consist of United States government, government agency and municipal
bonds, corporate debt and other short-term investments.

Temporery Tnesiments: The Primary Health System considers all highly liguid investmenis
with maturities of more than three months when purchased and maturing in less than one year,
excluding amounts whose use is limited by board designation, held by trustees under indenture
agreertient, or otherwise resiticted as to use, to be temporary investments. Temporary
investments consist primarily of United States government agency bonds, munieipal bonds and
commercial paper. o

Derivative Instruments: The Primary Health System records all derivatives as assets or liabilities

on the combined statements of net position at estimaied fair value and includes credit value,

adjustments. The Primary Health System’s derivative holdings consist of interest rate swap
agreements. Since these derivatives have not been determined to be effective, the gain or loss
resulting from changes in the fair valus of the derivatives is recognized in the accompanying
combined statements of revenue, expenses and changes in net position. The Primaty Health
System’s objectives in using derivatives are to take advantage of the differences between taxable

and tax-exempt debt, and manage exposure to interest rate risks associated with vatious debt

instrumenis (see Note N).

Net Property, Plant and Equipment: Property, plant and equipment is recorded on the basis of
cost. Donated assets are recorded at their fair market value at the date of donation. Leases that
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CHATTANCQOGA-HAMILTON COUNTY HOSPITAL AUTHORITY
(d/b/a Erlanger Health System)

Notes ta Combined Financial Statements - Continued

Years Ended June 30, 2014 and 2013

are substantially installment purchases of property ave recorded as assets and amortized over
their estimated useful lives ranging from three to thirty years; related amortization is included in
depreciation expense. Depreciation expense is computed over estimated service lives of the
respective classes of assets using the siraight-line method. The Primary Hlealth System has
established 4 capitalization threshold for property, plant and equipment of $2,500 except for
computer equipment, which has a threshold of §1,000. Interest expense and interest income on
borrowed fimds related to construction projects are capitalized during the consiruction period, if
material. Costs of maintenance and repairs are charged to expense as incurred.

The Primary Health System reviews the carrying value of capital assets if facis and
circumsiances indicate that recoverability may be impaired. A eapital asset is considered
impaired when its service utility has declined significantly and unexpestedly. The Primary
Health System did not experience any prominent svents or changes in circumstances affecting
oapital assets which would require determination 2s to whether impairment of a capital asset has
oceurred during the years ended June 30, 2014 and 2013.

Compensated Absences: 'The Primary Health ‘System recognizes an expense and acerues a
liability for employees’ paid annual leave and short-term disability in the period in which the
" employees’ right to such compensated absences are camned. Liabilities expected to be paid
within one year are included as acerued salaries and related liabilitles in the accompanying

combined statements of net position.

Prepaid Bond Insurance: Deferred financing costs consist of insurance costs associated with
bond issues and are being amortized, generally, over the terms of the respective debt issues by

the effective tuterest method.

Income Toxes: The Primary Health System is exerupt from income taxes under Section 501(a)
as an organization deseribed in Section 501(c)(3) of the Tnternal Revenue Cods (IRC). In
addition, it qualifies for exemption from federal income taxes pursuant to IRC Section 115 as an
instrumentality of the State of Tennessee. Therefore, no provision for income taxes has been
recognized in the accompanying combined financial statements for the Primary Health System.
Certain tax returns that are required for the years ended June 30, 2010 through 2013 ave subject
to examination by taxing authorities.

As a for-profit entity, ContinuCare is subject to state and federal income taxes. ContinuCare
HealthServices, Inc. and its subsidiary file consolidated foderal income fax returns separately
from the Primary Health System. At June 30, 2014 and 2013, ContinuCare had no significant
uncertain tax positions. Tax returns for the years ended Juns 30, 2008 through 2013 are subject

to examination by taxing suthorities.
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Ag aTimited Liability Corporation, Cyberknife, a discretely presented component unit, is subject
to Stats of Tennessee income taxes. At June 30, 2014 and 2013, Cyberknife had no significant
uneertain tax positions. Tax returns for the years ended June 30, 2010 through 2013 are subject

to examination by taxing authorities.

Conmtributed Resources: Resources resiricied by donors for specific operating purposes ave held
as vestricted funds and are recognized as operating or capital contributions in the accompanying
combined financial statements. When expended for the intended putpose, they are reported as
operating distributions and are recognized as other operating revenue. Contributed resouroes
consist of amounts restricted by donors for specific purposes. Pundraising expenses are nefted
against coniributions recognized.

Net Position: The net position of the Primary Health System is classified into thres cornponents.
Net investment in capital assets consists of capital and other assets net of accumulated
depreciation and reduced by the current balances of any outetanding borrowings used to finance
thé purchase or construction of those essets. The resivicied expendable net position consists of
assets that must be used for a particular purpose that are either externally imposed by creditors,
grantors, contributors or laws or regulations of other governments or imposed by law through
constitntional provisions or enabling legislation, The unvestricted net position is remaining
asssts that do not meet the definition of ket fnvestment in capital assefs ot resiricied expendable.

Ferir Value of Financial Instruments: The carrying amounts reported in the combined statements
of met position for cash, accounis yeceivable, investments, accounts payable and accrued

expenses approximate fair value.

The carrying value of long-term debt and capital lease obligations (including the current portion)
was $170,130,355 as of June 30, 2014 and $178,238,049 as of June 30, 2013. The estimated fair
value of longterm debt snd capital lease obligations (including current portion) was
$175,879,323 and $186,227,537 as of June 30, 2014 and 2013, respectively. The fair value of
long-term debt related to fixed inferest long-term debt and capital lease obligations was

ogtimated using disconnted cash flows, based on the Primeary Health Bystem’s inoremental

borrowing rates or from quotes obtained from investment advisors, The fair value of long-term
deht related to variable rate debt approximates its catrying value.

Subseguens Evenis: The Primary Health System evaluated all events or transactions that
ooourred afier June 30, 2014 through September 17, 2014 , the date the combined finanoial
statements were available o be issued.

Reclassifications: T addition to the adoption of GASB Statement 63, discussed previously,
certain reclassifications have besn made to the 2013 combined financial statements to conform

with the 2014 combined financial statement presentation. -
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NOTE B--NET PATIENT SERVICE REVENUE

A reconciliation of the amount of services provided to patients at established rates by the
Prirnary Health System to net patient service tevenue as presented in the combined statements of
revenue, expenses and changes in net poelﬁon for the years ended June 30, 2014 and 2013 is as

follows:

Primary Health System

2014 2013
Tupatient service charges $ 1,053,446,232 $ 986,725,639
Outpatient service charges 810,507,858 706,628,068
Gross patient service chatges 1,863,954,000 1,693,353,707
Less: Contractual adjusiments and other dlscounts 1,099,744,626 991,945,605
Charity care 109,777,939 101,729,252
Estimated provision for bad debts 83,167,328 73,539,550
1,292,689,893 1,167,214,407
Net patient gervice revenus $ 571,264,197 & 526,139,300

Charity Care and Community Benefit: The Private Act of the State of Tennessee establishing the
Primary Health System obligates the Primary Health System'to makes its facilities and patient
care programs available to the indigent residents of Hamilton County fo the extent of finds
appropriated by Hamilton County and adjusted operating profits, as defined. The annual
appropristion from Hamilton County totaled $1,500,000 for fiscal year 2014 and 2013. Total
charity care chatges for services provided to the certified indigent residents of Hamilton County
(net of the appropriation) were approximately $19,336,000 and $23,757,000 for the years ended
June 30, 2014 and 2013 for the Primary Health System.

In addition to cherity care prov1ded to specitic pa’uen’rs within the hospital se*tmg, the Primary
Health System also prov1des wnreimbursed services to the community which includes free and
low cost health sereenings, The Primary Health System also hosts health fairs and helps sponsor
many other events that are free to the public and are spread throughout the year in various

cormmunity locations,

The Primary Health System’s Community Relations department, which conducts health,
wellness, safety education classes and health screenings, includss Erlanger HealthLink Plus, a
fiee adult membership program with over 15,000 members in the Chaitanooga Statistical
Mettopolitan Service Area. The program provides over 16 classes and/or screenings and fitness
opportunities per month that are free or at a low cost to members and to the community. These
classes and screenings are held in two primary locations with additional classes at satellite
locations in the region. As part of Comummity Relations, Safe & Sound, an injury prevention
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service of Children’s Hospital, offers free educational events regarding childhood injury
prevention, including free car seat inspection and installation workshops. The Community
Relations program utilizes the services of physicians, nurses, volunteers, educators, registered
dietitians, social workers, secretaries and management personnel of the Primary Health System.
The Primary Health System’s consumer call center, Exlanger HealthLink (423-778-LINK) is a
free call center staffed by RN’s to answer health questions, offer free physician referrals and to
register participants in the programs offered by Communiiy Relations, Women’s & Infant
Services and other departments and divisions of the Primary Health System.

Uscompensated Care Costs: The following table summarizes the estimated total uncompensated
care costs provided by Exlanger Medical Center as defined by the State of Tennessee for the
years ended June 30, 2014 and 2013:

2014 2015
Uncompensated cost of TennCare/Medicaid $ 27,610,055 $ 28,228,719
Traditional charlty uncompensated costs : 33,421,647 . 33,423,115
Bad debt cost 25,128,811 23,429,117
Total estimated uncompensated care costs F$ 86,160,513 § 85,080,951

The uncompensated cost of TennCare/Medicaid is estimated by taking the estimated cost of
providing care to the TennCare/Mediceid patients less payments from the TennCare and
Medicaid programs. The paymenis exclude revenues from essential access and other, one-time
supplemental payments from TeanCare of approximately $12,756,000 and $10,615,000 for the
years ended June 30, 2014 and 2013, respectively, as such paymenis are not guaranieed for
future periods.

Revenue from Significant Payers: Gross patient service charges rélated to the Medicare program
. accounted for approximaiely 32.7% and 29.6% of the Primary Health System’s patient service
charges for thie years ended June 30, 2014 and 2013, respectively. Gross pafient service charges
related to the TennCare/Medicaid programs accotmred for approximately 21.6% and 24.1% of
_the Primary Health System’s patient service charges for the years ending June 30, 2014 and

2013, respectively. TennCare typically reimburses providers at an amount less than their cost of

providing services to TenuCare patients. At June 30, 2014 and 2013, the Primaty Health System
has a credit concentration related to the Medicare and TennCare programs.

During 2014 and 2013, the Primary Health System recognized revenmue from these programs
related to disproportionate share payments and trauma fund payments of approximately $926,000
and $9 622,000, respectively. Such amounts are subject to andit and fiture distributions nnder
these programs are not guaranteed. Additionally, in 2014 the Primary Health System received a
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net payﬁxent of $19,587,000 from the Public Hospital Supplemental Payment Pool. Such
amounis are expected to be received as long as the current TennCare waiver is infact.

Laws and regulations governing the Medicare and TennCare/Medicaid programs are complex
and subject to interpretation. As a xesult, there is at least a reasonable possibility that recorded
estimates, as they relate to revenue recognized from these programs, will change by a material
amount in the fear term. The estimated reimbursement amounts are adjusted in subssquent
periods as cost reports are prepared and filed and as final settlements are defermined. Final
determination of amounts earned under prospective payment and cost reimbutsement activities is
subject fo review by appropriate governmental authorities or their agents, Management believes
that adequate provisions have been made for adjustments that may result from final
determination of amounts eamed under Medicare and Medicaid programs. The effect of prior
year cost report settlements, or changes in estimates, increased net patient service revenue by
approximately $2,310,000 in 2014 and by approximately $2,163,000 in 2013,

The Primary Health System has also enfered into reimbursement agreernents with certain
commercial insurance companies, health maintenance organizations and preferred provider
organizations. The basis for reimbursernent under these agreements includes prospectively
determined rates, per diems and discounts from established charges.

NOTE C--CASH AND CASH EQUIVALENTS

Cash and cash equivalents reported on the combined staiements of net position include cash on
hand and deposits with financial institutions including demand deposits and certificates of

deposit. -
The caying amount of cash and cash equivalents consists of the following at June 30:

FPrimery Health System

. 2014 2013
Dermand deposits S $ 42,001,383 $ 15,087,535
Cash on hand : 9,979 9,904
Cash equivalents . 2,190,702 2,153,466

§ 44202,064 § 17,250,905

Cash equivalents include money market accounts that are held in investment accounts and mest
the definition of a cash equivalent. ' '

Bank balances consist of the following at June 30:
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Primary Healih Sysiem
2014 2013
Insured (FDIC) $ 583,952 $ 622,493
Collateralized under the State of Tennessee Bank
Collateral Pool 42,479,795 21,221,755
Other - 272275

$ 43,063,747 $ 22,116,523

The Primary Health System’s deposits would be exposed to custodial eredit risk if they are not
covered by depository insurance and the deposits are uncollateralized or are collateralized with
securities held by the pledging financial institution’s teust depatinent or agent but not in the
depositor government’s name. The risk is that, in the event of the failure of 2 depository
financial institution, the Primary Health System will not be able to recover deposits or will not be
able to recover collateral securities that are in the possession of an outside party.

NOTE D--DISAGGREGATION OF RECEIVABLE AND PAYABLE BALANCES

Patient Accounts Receivable, Net: Patient accounts receivable and related allowances are as
follows at June 30: '

Primary Healih System
. 2014 . 2013
Gross patient accounts receivable $ 302,865,848 § 270,824,481
Estimated allowances for coniraciual adjustments end
uncollectible accounis . (223,436,887) (197,262,812)
Net patient accounts receivable § 79498961 § 73,561,669

Other Current Assets: Other current: assets consist of the following at June 30:

i : Primary Healif Sysierm

' 2014 2015
Prepaid expenses $ 5,662,522 § 5,205,938
(ther receivables 8,429,197 14,923,382
Total other current assets $ 14,091,719 § 20,129,320
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Accounts Payable and Accrued Expenses: Accounts payable and acerued expenses consist of the
following at June 30:

Primary Health System

2014 2013
Due to vendors $ 39,008464 § 44,847,075
Other 2,939,796 2,098,648
Total accounts payable and accrued expenses § - 41948260 § 46,945,723

Other Long-Term Liabilities: Other lohg-term liabilities, and the related activity, consist of the
following at June 30:

Balance as Unearsied-
Bepkining of * Unearned Hevenue Cheage in Bulance at
Yeer Revenue Recogrized  Estimate Other End of Year
2014 '
Compensated absences $ 10,638,408 § - % - 8 - 8 - § 10,638,408
Medical malpractice 4,985,000 - - 81,000 - 5,066,000
Job injury program 1,253,139 - - - - 1,253,139
Intorest 1ats swaps 4,856,429 - - - (873,783) 3,982,644
Crther 3,367,250 - (393,607) - - 2,973,643
Total other long-tsrm lisbilitles § 25,100,226 § - § (393,607) § BLO00 § (873,783) § 23,913,836
20%3 '
Compensated sbsences $ 10,638,408 § - 8 - & - 8 - § 10,638,403
Medical malpractice - 5,462,500 - - (477.500) - 4,985,000
Job injury program 916,104 - - 337,035 - 1,253,139
Intersst reta swaps 7,112,464 - - - {2,256,035) 4,856,429
Other 623,000 2,900,000 (155,750) - - 3,367,250

Total other long-term lisbilities § 24,752,476 $ 2,900,000 $§ (155750) § (140.465) § (2,256,035) § 25,100,226

NOTE E--NET PROPERTY, PLANT AND EQUIPMENT

Wet property, plant aud equipment activity for the Primary Health System for the years ended
Juae 30, 2014 and 2013 consisted of the following:

Balenace Balasce Brlamice
o Jume Reduciione/ al Faiee Reduetlons/ af June
30,2012 Addions Transfers 30, 2013 Addisions Trangfers 30, 2014
Capitel assets: - '
Lond and improvements  § 25355906 § 298,962 3 - § 25654868 § 312,049 § - § 25966917
Brudldings 223,875,935 6,845,858 - 230,721,793 2,900,701 . - 233,622,494
Equipment 350,516,661 20,581,177 (4,240,082) 346,857,756 14,813,614 (4,980,876) 376,690,494

599,748,502 27,725,997 (4,240,082) 623234417 18,026,364 (4,980,876) 636,279,905
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Falonce Talmice Belarce
at June Reductions’ o Jure Rudacilons/ & June
30,2012 Addiifons Trangfery 30, 2013 Additions Trangfers 36,2014

Accunulated depreciation ¢ :
Tand and fmoprovements (11,025230)  (398356) - (1L,623336) (449,132 o (12,072,718

Buildiags (161,792,780)  (7,808,629) 310543 (169281.866)  (6,812,804) . (176,094,6760)
Equfpment (275.747.226) (18,649088) . 3,692,060 (290,744245) (18.920,746) 4,805,155 (304,859,23¢)

(448,805,236)  (26,856,013) 4,011,612  (471,649,697) (26,182,682) 4,805,755 (493,026,624)

Crpital assets not of
gecumulated depreciation 150,943,266 865,924 (228470) 151,584,720 (8,156,318) (175,121) 143,253,281
Constmetion in progress 6,714,897 24,935,626 (32,321,668) 9,388,653 10,852,113 (14.945,045) 5201623
$157,718,163 § 25,805,550 § [22,550,138] 4 160,973,575 8 2,695,795 §(15124,166) § 148,545,204

Depreciation expense totaled $26,182,683 and $26,856,073 for the years ended June 30, 2014
and 2013, tespectively. Construction in progress-at June 30, 2014 consists of various projecis for
‘additions and renovations to the Primary Health System’s facilities. The estimated cost to
cornplete construction projects is approximately $10,326,000.

During 2012, the Primary Health System entered into an agreement to sell certain professional
office buildings (POBs) and concurrently entered into agreements fo lease space from the
purchaser. The sales price of the POBg was approximately $13,333,000, and a gain of
approximately $6,695,000 wias realized. Sinee the Primary Health System is leasing back certain
space, & portion of the gain has been defered and is being recognized over the terms of the
leases. Amortization of the deferred gain is included in non-operating revenue (expenses) for the
years ended June 30, 2014 and 2013.

The leases entered into (or commitfed to) under this sale/leaseback agreement include certain
leases which meet the eriteria for capitalization and are included in Note M.

NOTE F--INVESTMENTS AND ASSETS LIMITED AS TO USE

The Primary Health System invests in United States government and agency bonds, municipal

bonds, corporate debt, certificates of deposit and short-fenm money market investments that are

in accordance with the Primary Health System’s investment policy, Temporary investments at
June 30, 2014 gonsist primarily of cash equivalents, government bonds and commereial paper.

The oarrying and estimated fair valnes for long-term investments, and assets limited as to use, by
type, at June 30 are as follows:
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Primary Healih System
2014 2013

U.8. Government and agency bonds, including municipal § 108,694,164 $ 111,569,814

bonds, mutual funds, and other

Coxporate bonds and commercial paper 7,004,219 4,348,798 :
Shork-term investments and cash equivalents 16,556,196 . 16,131,637
Total investments and assets limited as to use $ 132254579 § 132,050,249

Assets limited as to use are classified as follows:

Primary Healih System
2014 2013
Capital investment funds $ 101,463,961 3§ 99,572,404
Under bond indentures - held by trustees ' 20,879,210 20,901,235
Self-insurance trust 6,098,629 6,318,010
Resirieted by donors and other 3,485,940 3,467,654
' 131,928,440 130,259,303
Less current portion _ (7 (28,275)
Total assets whose use is limited $ 131,928,433 § 130,231,028

Assets limited as to use for capitel improvemenis are to be used for the replacement of property
and equipment or for any other purposes so designated.

Funds held by trustees under bond indentute at June 30 are as follows:

Frimary Health Sysier

2014 © 2013
Debt service reserve funds $ 20725843 $ 20,718,915
Principal and interest funds T 28,275
Other funds 154,060 154,045

Total finds held by trustees under bond indenture 8 QO,879,910 § 20,901,235

These fimds held by frustess consist primarily of United States government agency obligations,
state and local govesnment obligations, corporate debt, and other short-term investments and
cash equivalents. The debt service reserve fund is to be used only to make up any deficiencies in
other fimds related fo the Hospital Revenue and Refunding Bonds Series 1997A, Series 19984,
Seties 2000 aud Series 2004. The principal and interest finds are to be used oaly to pay

31

A—124



CHATTANOOGGA-HAMILTON COUNTY HOSPITAL AUTHORITY
(d/b/a Exlanger Health System) '

Notes to Combined Financial Stafements - Continwed

Years Ended June 30, 2014 and 2013

principal and interest, respectively, on the Series 19974, Series 1998A, Series 2000 and Series
2004 bonds.

The Primary Health System’s investment policy specifiss the types of investments which can be
included in board-designated assets limited as to use, as well as collateral or other secucity
requirements. The investment policy also specifies the maximum maturity of the porifolio of
board-designated assets. Assets limited as to use and held by trustees are invested as permiited

by the bond indenture.

Custodial Credit Risk; The Primary Fealth System’s investment securities are exposed to
custodial credit risk if the securities are uninsvred, are not registered in the name of the Primary
Healih System, and are held by either the counterparty or the counterparty’s trust department or
agent but not in the Primary Health System’s name. The risk is that, in the event of the failure of
the counterparty to a transaction, the Primacy Health System will not be able to recover the value
of the investment or collateral securities that are in the possession of an outside party.

As of Tune 30, 2014 and 2013, the Primary Health System’s investments, including assets limited
as to use, were comprised of various shori-term investments, U.S. govemment and govesnment
agency bonds, municipal obligations, corporate bonds, commereial paper, and other U.S.
Treasury obligations. Substantially all of the Primary Health System’s investments, including
assets limited as to use, are uninsured or unregistered. Securities are held by the counterparty, or
by its trust department or agent, in the Primary Health System’s name.

Concentration of Credit Risk: This is the risk associated with the amount of invesiments the
Primary Health System has with any one issuer that exceeds 5% or more of its total investments.
Investroents issued or explicitly guaranteed by the U.S. Government and investments in mutual
funds, external investment pools, and other pooled investments are excluded from this
requirement, The Primary Health System’s investment policy does not restrict the amount that
may! be held for any single issuer. At June 30, 2014, none of the Primary Health System’s
investments with any one issuer exceed 5% of its fotal investments except certain U.S.

Government agencies,

Credit Risk: This is the risk that an issuer or other counterparty to an investment will not fulfill
its obligations. GASB No. 40 requires that disclosure be made as to the credit rating of all debt
security investments except for obligations of the U.S, Government or obligations explicitly
guaranteed by the U.S. Government. The Primary Health System’s ivestment policy provides
guidelines for its fund managers and lists specific allowable investments.

The eredit risk profile of the Primary Health System’s investments, including assets limited as to
use (excluding U.8. Government securities), as of June 30, 2014, is as follows:
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Balance as Roting
of Jane 30,
Inyesiment Type 2014 Ad4 44 A BEBE NA
1.8 Government ! '
* agency bonds § 46375721 § 44799453 § 1,576268 3 - & - § 5
Municipal bonds 7,226,430 2,259,170 3,958,340 1,008,920 - -
Bond mutual funds o , :
and other 5,575,435 5575435 - - - -
Coxporate bonds and '
commercial paper 1,428,784 - oo 1,428,784 ' - -
Cash equivalents 16,536,196 - - - A - 16,556,196
Total investments $ 77,162,566 % 52,634,058 § 5,534,608 § 2437704 § - § 16,556,196

Iivestment Rafe Risk: This is the risl that changes in inferest rates will adversely affect the fair
value of an investment, The Primary Health System’s investment policy authorizes a strategic
asset allocation that is designed to provide an optimal retum over the Primary Health System’s
investment horizon and within specified risk tolerance and cash requirements.

The distribution of the Primery Health System’s investments, including assets limited as to use,
and excluding the self-insurance trust, by maturity as of June 30, 2014, is as follows:

Remaining Mutarisy
Belence as 12
af Jyne 39, menths 13-24 25-60 Over 68
Investment Type 2014 or less Mounths Monsks Months N/A
17.8. Government bonds
and sgency funds $ 101,467,734 § 15,624,278 § 34,072420 § 14,026,664 $ 37,684,372 §
Municipal bonds 7,226,430 3,032,240 3,192,400 1,001,790 - . >
Corporats bonds and
cotntnercial paper 1,428,784 1,428,784 - - - -
Cash squivalents 16,033,002 16,033,002 - a - -
Total investments $ 126,155,950 § 36,118,304 § 37,264,820 $ 15088454 & 37,684,372 § -

Additionally, the distribution of the Primary Health System’s investments held under the self-
insurance trust as of June 30, 2014, is as follows:

Remaining Maturdly
Balarnce a8 24 )
af Fuzie 30, Fronths 25-60 62-129 Over 120
Tventitent Type 2014 ar less Months Manihs Months N/A
Bond Mutnel Funds $ 5575435 § - § - % .- 8 - $ 5575435
Cash equivalents 523,194 523,194 - - - - -
Total inveatments $ 6098629 $§ 523,194 § e B - § - $ 5575435
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NOTE G--LONG-TERM DEBT .
Long-term debt at June 30 consists of the following:

Primasy I,i:’eala‘}'i Sysiar
2014 2013

Revenue and Refinding Bonds, Series 2004, net of bond
 discount of $443,199 in 2014 and $532,793 in 2013
and including bond issue premivm of $1,302,656
in 2014 and $1,443,483 in 2013 $ 66859457 $ 71,955,690
Hospital Revenue Refunding Bonds, Series 2000, ' .
including bond issne premium of $258,296 in 2014

and $281,255 1. 2013 32,558,296 34,581,255
Hospital Revenue Bonds, Series 19984, net of bond

discount of $265,846 in 2014 and $280,615 in 2013 18,159,154 18,329,385
Hospital Revenue Bonds, Taxable Series 19974 41,000,000 41,000,000
Total bonds payable 158,576,907 165,866,330

Other Loans and Notes Payable 4,978,158 5,630,515
Capital leases - Nots M 6,575,290 6,741,204
170,130,355 178,238,049
Less: current poxtion ; (10,809,288) (8,058,625)

$ 159,321,067 § 170,179,424

. During fiscal year 2011, the Primary Heslth System entered into a term loan (the Loan) with a
Snancial inshtution in the maximum amount of $7,000,000 fo finance the acquisition of the
Lifestyle Center properiy. The rate of interest on the loan is & fixed rate equal to 5.45%.
Monthly payments of principal and interest are payable on the first day of each month for a 10
yeat term beginning December 1, 2010, with a final payment equal to the unpaid principal plus
accrued and unpaid interest due at maturity. The loan contains periain covenants and regteictions.
Management believes the Primary Health System was in compliance with all such covenants at
Tune 30, 2014, ) .

During fiscal year 2010, the Primary Healih System temarketed the Series 2004 Hospital
Revenue Refinding Bonds (Series 2004) and the Series 2000 Hospital Revenue Refinding
Bonds (Series 2000), as described below, and converted such bonds from a variable aucton rate

to a fixed rate.

On Jamary 1, 2004, the Primacy Health System issued $85,000,000 insured Series 2004 bonds
for the purposs of refunding $80,925,000 of the total outstanding Series 1993 bonds (described
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below). The Primary Health System also ntilized the proceeds to pay certain issuance costs and |
contributed a poriion of the bond proceeds in the amount of $1,633,638 to establish a debt

service fund.

The Sesies 2004 bonds were issned on parity, with respect to. collateral, with other outstanding
bands, described below. The Series 2004 bonds are also secured by a mortgage on a portion of
the Primary Health System’s main campus. The Series 2004 bonds mature annually on October
1 beginning in 2010 through 2023 in varying amounts. The Sexies 2004 bonds maturing after
October 1, 2019 (excluding those maturing on October 1, 2023) may be redeemed by the
Primary Health System after October 1, 2019 at a redemption price equal to the principal amotut
plug acerued interest. The bonds maturing on October 1, 2023 may be redeemed prior fo
© moturity pusuant fo the extraordinary optional redemption and redemption upon damage or
condermnation provisions as deseribed in the Rematketing Memorandum by the Primary Health
System after October 1, 2014 at a redemption price equal to 100% of the principal amount plus
acorued interest. Tnterest rates for the outstanding Series 2004 bonds range from 3.0% to 5.0%.

Tn August 2000, the Primary Health System issued $47,300,000 insured Series 2000 bonds for
the purpose of refunding $40,000,000 of then outstanding Serles 1987 bonds and fimding a debt
service reseive fund in an original amount of $4,407,377 and to pay issuance costs. The Series
2000 bonds were issued on parity with other outstanding bond issues. The Series 2000 bonds
consist of term bonds maturing on October 1, 2023 and serial bonds maturing on October 1
anoually beginning in 2010 through 2025, The bonds maturing on October 1, 2023 are subject to
mandatory sinking fund redemption prior to maturity and without premium at the prineipal
amount thereof on October 1. The Series 2000 bonds maturing after October 1, 2014 may be
redeemed by the Primary Health System after October 1, 2014 at a redemption price equal to the
principal amouut plus accrued interest,

Tnterest rates for the Series 2000 outstanding bonds are as follows:

Series Bonds - 3.75%t0 5.0%
Term Bonds - 5.0%

The Primaty Health System’s 1997A and 1998A Hospital Revenus Bonds (Series 1997A. and
Serles 19984, respectively) were issued to find capital improverents for Erlanger Medical
Center and establish a debt service reserve fund (1998A only) in an original amount of
$2,174,125. |

The Series 1997A bonds are taxable and are secured on a parity under a Master Trust Indenture
with other outstanding bond issues, The 1997A bonds mature beginning in fiscal year 2015
through fiscal year 2028. The 1997A bonds are subject to optional redemption at 100% plus
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accrued interest and fnterest is payable at a variable auction rate for a 35-day period, which was
0.42% at June 30, 2014 and 0.45% at June 30 2013

The Series 19984 insured bonds are iax—exempt and consisted of $6,080,000 senal bonds
maturing snmally on October 1 of each year through 2013 in varying amounts; and term bonds
‘maturing on October 1, 2018 and 2028 ($5,825,000 and $17,095,000, respeciively). Such bonds
are secured on parity with other outstanding bonds. The bonds matuting afier October 1, 2008
may be redeemed, by the Primary Health System after April 1, 2008 at amounts ranging from
100% to 101% of par value plus accrued inferest.
} .
- Tntexest rates for the outstanding Series 1998A bonds are as follows:

$ 6,080,000 Serial Bonds - 4.75% 10 5.00%
$ 5,825,000 Term Bonds - 5.0%
$17,095,000 Term Bonds - 5.0%

During fiscal year 2002, the Primary Health System defeased $5,320,000 of the 1998A bond
“{ssuance because IRS regulations do not permit tax-sxempt debenture progeeds.to be used to
fund for-profit endeavors. These funds were used in the construction of an Ambulatory Surgery
Center. The Primary Health System contributed to an escrow account funds generated from its
operations sufficient to fund all principal and interest payments for approximately $5,320,000 of
debentures until maturity. The Primary Health System was released from being the primary
- obligor and cannot be held liable for the defeased obligation, of which approximately $4,140,000
remains outstanding at June 30, 2014,

The trust indentures and related documents vnderlying the bonds conitain cerfain covenants and

restrictions. As of June 30, 2014, management belisves the anary Health System is in

corupliance with all such covenants.

The Primary Health System’s scheduled principal and intersst payments (estimated for variable
rate debt based on rates at Tune 30, 2014) on bonds payable and other long-ferm debt (excluding
capital leases) ate as follows for the years ending June 30:
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Principal Inserest Total
2015 $ 10,613,005 § 5,868,787 $ 16,481,792
2016 11,637,069 5,391,616 17,028,685
2017 11,723,446 4,945,072 16,668,518
2018 12,674,484 4,515,962 17,190,446
2019 13,242,765 4,001,214 17,243,979
2020-2024 71,002,389 12,068,476 83,070,865
2025-2029 31,810,000 1,748,790 33,558,790

TOTAL §$ 162,703,158 § 38,539,917 § 201,243,075

Yong-term debt activity for the Primary Health System for the years ended June 30, 2014 and
2013 consisted of the following: :

Eaarice Balatice Balonce
at Jacite Addigony!  Reductions/ af June Additions/  Reductions/ et June .
30,2012 Amortigetions  Accrefions 30,2013  Amortimtions  Acceafions 36,2014

Bonds Payable 2 ;
Series. 2004 - § 76754321 § 152197 § 4,950,828 B TL955690 § 89,584 § 5,185,827 § 66,859,457
Beries 2000 36,404,213 - 1,822,960 34,581,255 - 2,022,952 32,558,296
Series 1998A 18,859,616 14,769 545,000 18,329,385 14,769 185,000 18,159,154
Series 1997A. 41,000,000 : - - 41,000,000 - - 41,000,000

. Total bonds payable 173,018,152 166,966 7,318,788 165,866,330 104,363 7,393,786 158,576,907

TennLean 6,282,394 - 652,379 . 5,630,515 - 652,357 4,978,158

Chapital Jeascs 6,834,667 - . 53463 6,741,204 - 165,914 6,575,280

Total long-term debt  $ 186,135,713 § 166966 % 8064630 § 1?-.‘3,233.{]49 $ 104363 $ 8212057 $170,130,355

NOTE H-PENSION PLAN

The Primary Health System sponsors a single-employer, non-contributory defined benefit
pension plan covering substantially all employees meeting certain age and service requirements.

Tn addition to normal retirement benefits, the plan also provides for early retirement, delayed

refitement, dissbility and death benefits, The Primary Heslth System funds the plan as

' contributions are approved by the Board of Trustees. The Primary Health System has the right to
amend, in whole or in part, any or all of the provisions of the plau, Effective July 1, 2009, the
plan was amended to be olosed to new employees or rehires, and to further clarify the maxirum
years of service to be 30, During June 2014, the plan was amended to freeze the accrual of
additional benefits going forward, The actuarial compntations below do not include the impact
of this amendment.

The plan issues a publicly available financial report that includes a financial statement and
required supplementary information for the plan, That report may be obtained by writing to
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Erlanger Health System, Attention: Human Resources Department, 975 East Third Strest,
Chaftanooga, Tennesses 37403 or by calling 423-778-7000,

The ammal pension cost and net pension obligation for the years ended June 30, 2014 and 2013
are as follows: .

Prisary Health Systein
: 2014 2015
Annual required confribution $ 12832292 § 11,165,100
Interest on net pension obligation 782,963 791,073
Adjustment to annual required coniribution (1,024,034 (899,189)
Annual pension cost 12,591,221 11,056,984
Confributions made . ; - (11,165,100)
Change in net pension obligation 12,591,221 (108,116)
Net pension obligation at beginning of year _ 10,439,507 10,547,623
Met pension obligation at end of year $ 23,030,728 $ 10439,507

The annual expected contribution for the years ended June 30, 2014 and 2013, was determmed as
part of the January 1, 2014 and 2013 actuarial valuations, respectively, vsing the projected unit
credit cost method. The followmg actuarial assumptlons were utilized:

. 2014 2013
Investment rate of refurn _ 7.5% 7.5%
Projected salary increases 4.0% 4.0%
Inflation 2.5% 25%
Tncrease in Social Securiiy taxable wags base - 3.5% 3.5%

Annusl pension costs, contribution information and the net pensjon obhcratxon for the last three
fiscal years follows: :

Three-Year Trend Iﬁfb}'msztim

_ Anrual Pension Percentage of Net Pension
Fiscal ¥ear Ending Cost (APC) APC Coniributed Obligation
June 30, 2012 $ 10,264,968 101% $ 10,547,623
June 30,2013 11,056,984 101% 10,439,507
June 30, 2014 12,591,221 _ 0% 23,030,728
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The schedule of funding progress shown below presents multi-year trend information about
whether the actuarial value of plan assets is increasing or decreasing over ting relative to the
actuarial accrued liability for benefits. The actuerial asset values are determined using prior year
valuations with the addition of current year confributions and expected investment return on
market value of assets based on an assumed rate of 7.5%, and deducting benefit payments and
administrative expenses for the year. The actuarial value of assets was determined using
techniques that smooth {he effects of short-term volatility in the market value of investments
using an average of cost and market yalue. The plan will reset the amortization base each year
equal to the unfimded actuarial accrued Hability to be amortized over a closed 20 year period
and using a level dollar amount as the amortization factor.

Schedule of Funding Progress

Actuearial Totul : UAAL as a
Actuarial  Actuorial Accrued Unfunded Annual Percentege
Veluaiion Value . Lighihiy - AAL Funded Covered of Covered
Dage af Assess (AAL) (UAAL)  Ratio % Payroll Payroll
C UL $125335932  § 150,926,741 $25,590,809 83.0% §$ 147,947,134 17.3%
1/1/12 124,520,999 160,704,688 36,183,689 775% 138,807,819 26.1%
1/1/13 121,700,323 170,980,311 49,279,988 712% 121,093,695 40.7%

NOTE I--OTHER RETTREMENT PLANS

The Primary Health System maintains defined contribution plans under Section 403(b) and
401(s) of the IRC which provides for voluntary contributions by employees. The Plang are for
the benefit of all employees 25 years of age or older with at least 12 months of employment.

The Primary Healih System matches 50% of ench participant’s contribution up to 2% of the
participant’s earnings. Additionally, for éligible employees hired on after July 1, 2009 the
Primary Health System will make profit sharing contributions equal to 3% of their eatnings,
regardless if the gmployee is malking confributions. Employer contributions to the plan were
approximately $1,770,000 and $1,830,000 for the yeats ended Jume 30, 2014 and 2013,

respectively. .
NOTE I-POST-EMPLOYMENT BENEFITS OTHER THAN PENSIONS

The Primary Health System sponsors three post-employment benefit plans other than pensions
(OPEB) for full-time employees who have reached retivement age, as defined. The respective
plans provide medical, dental, preseription drug and lifs insurance beriefits, along with a limited
lump-sum cash payment for a percent of the hours in the participant’s short-term disability at
retitement. The postretitement health, dental and presctiption drug plan is confributory and
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contains othér cost-sharing features, such as deductibles and coinsurance. The life insurance
plan and the short-term disabilify are noncontributory. ‘ :

During 2014, the postretirement health, dental and preseription drug plan was amended to
increase the amount of required participant contributions. Additionally, eligibility for the shart-
term disability was limited to employees that had atiained age 55 aiid completed 10 years of
service as of January 1, 2014 or attained age 65 with ak least 5 years of service as of this date.
The lump-sum payout for the short-term disability was also redused from 50% to 20% of the

amount acenmulated.

Beginning in 2018, under the Patient Protection and Affordable Care Act (the Act), a 40% excise
tax will be imposed on the excess benefit provided to an employee or retiree in any month undex
-any employer-sponsored health plan. In the cage of a self-insured plan, the plan administrator
ymst pay the tax, Because of the significant ungertainties regarding the excise tax on high cost
plans, management of the Primary Health System is evaluating the impact of this Act but does
ot anticipate s material impact on the accrued lisbility at this time; however, actual results could

differ from these estimates.

The following table shows the plans, funded status as of June 30:

2014 2013
Actuarial acerued lability $ 16,773,895 . § 30,500,450
Market valus of assets . - -
Unfunded actuarial accrued liability $ 16,773,895 $. 30,500,450

The following is a summary of the components of the annual OPEB cost recognized by the
Primary Health System for the years ended June 30: '

2014 2013
Annual required contribution $ 2,032,983 § 2,945,355
Tnterest on the net obligation 153,565 228,288
Adjustment for plan amendment (3,127,421) o
Amortization of net obligation (152,570) (226,809)
OPEB cost (benefif) recognized $  (1,093,443) § 2,946,834
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A reconciliation of the net OPHEB obligation for the fiscal years ended June 30 is as follows:

‘ 2004 2013
Net OPEB obligation beginning of the year % 6966545 $§ 5,707,193 :
OPEB cost (benefif) recognized ' (1,093,443) 2,946,834
Actual contributions (2,223,494) (1,687,482)
Net OPEB obligation end of the year $ 3,649.608 § 6,966,545
Trend fnforaation
Awnual Percentoge of Net OPER
OPER Cosi Anneral PFEB Cost Dbligation af the
Fiseal Year Ending (Benefi) Contributed End of Year
July 1, 2012 $ 2,666,393 39.6% $ 5,707,193
July 1, 2013 2,246,834 57.3% 6,966,545
Joly 1, 2014 (1,093,443) N/A 3,649,608
Sckedele of Funding Progrevs
Uniftunded Unfunded Actuerial

Actwarial - Actuaviel  Actueriel Aetuerinl Annral Aecrssed Linbility as @
Valuation Vialue Accrued Aeereed Covered Percent of Covered Founded

Dot of Assels Liability Finkility Payroll Payroli Radio
July 1,2012 - § 28,788,147 § 28,788,147 $138,807,819 20.7% 0%
July 1,2013 - 30,500,450 30,500,450 155,727,806 15.6% 0%
July 1,2014 - 16,773,895 16,773,895 167,104,474 10.0% %

The actuarial calculations reflset a long-term perspective. Accordingly, the actuarial valuation
involves estimates of the value of veported amounts and assumptions about the probability of
events far into the future, and actuarially determined amounts are subject to continual revision as
actual results are compared to past expectations and new estimates ard made about the future.

The schedule of funding progress presents multi-year trend information about whether the
actusrial value of plan assefs is increasing or decreasing over time relative to the actuarial
accrued liability. The calculations are based on the benefits currently provided under the terms
of the plan as of the date of each valuation and on the sharing of cost between employer and plan
members at thatf point.

The actuarial cost method utilized is the unit credit actuarial cost method. The 2014 and 2013
postretirement benefit cost assumed an average weighted animmal rate increase in per eapita cost
of covered health benefits of 7.4%, decreasing gradually to an ultimate rate of 4.8%.
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The amortization method used is the level percent of payroll method over a thirty-year
amortization. Other assumptions include a 4% discount rate and assumed salaty increases of

4.,0% annually until age 65,

The Primary Health System also has & job injury program o provide benefits to workers injured
in employment-related accidents. This program provides medical and indemnity benefits to
employees injured in the course of employment for a period up to 24 months from the date of
injury. The Primary Health System has recorded a projected liability that is included in other
long-term lighilities in the combined statements of net position. The projected liability was
discounted using a 4% rate of return at June 30, 2014 and 2013.

NOTE K--MEDICAL MALPRACTICE AND GENERAL LIABILITY CLAIMS

As of Janvary 1, 1976, the Primary Health System adopted a self-insurance plan to provide for
malpractice and general liability claims and expenses arising from services rendered subsequent
to that date. Tn 1980, the Primary Health System’s Self-Insurance Trust Agreement (the
Agreement) was amended to include all coverages that a general public liability insutance policy
would cover. In 1988, the Agresment was smended and restated to comply with amendments to
the Tennessee Govermmnental Tort I iability Act and to formally include any claims and expenses
related to acts of employees of the Primary Health System. The Primary Health System is
fimding actuarial estimated Habilities through a revocable trust find with a banlk. The trust assets
ave included as a part of assets limited as to use in the accompanying combined statements of net
position. Such amounts in the trust can he withdrawn by the Primary Health System only to the
extent there is an actuarially determined excess. The annual deposit to the selitinsurance frust
fund is determined by management based on known and foreatened claims, consultation with
legal counsel, and 4 report of an independent actuary. Losses against the Primary Health System
are generally limited by the Tennessee Governmental Tort Liability Act to $300,000 for injuty or
death to any one person in any one occurrence or $700,000 in the aggregate. However, clajms
against healiticare pracititioners are not subject to the forsgoing limits applicable to the Primary
Health System. Any such individuals employed by the Primary Health System, excluding
employed physicians for which the Primary Health System has purchased insurance coverage,
are covered by the Trust fo the limits set forth therein.

In the opinion of management, the revocable frust fund assets ate adequate at June 30, 2014, to
cover potential liability and malpractics claims and expenses that may have been incurred to that

date.

The Primary Health System provides for claims and expenses in the period in which the
incidence related fo such olaims oeour based on historical experience and consultation with legal
counsel. It is the opinion of management that the reserve for estimated losses and loss
adjustment expense (LAE) at June 30, 2014 is adequate to cover potential liability and
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malpractice claims which may have been incured but not reported (IBNR) to the Primary Health
System, Such reserve for IBNR claims reflects a discount rate of 5.5% based on the Primary

Health Systent’s expected investment retum during the payout period.

NOTE L-COMMITMENTS AND CONTINGENCIES

Litigation: The Primaty Health System is subject to claims and suits which arise in the ordinary
course of business. In the opinion of management, the ultimate resolution of such pending legal
procecdings has been adeguately provided for iri its combined financial statements, and will not
have a material effect on the Primary Health System’s results of operations or financial position.

The prior Chief Executive Officer (CEO) resigned from Erlanger on December 31, 2011, afier an
interim CEO (the Executive Vice President) was established December 1, 2011, The intexim
CEO was replaced by the current CEO, hired on April 1, 2013, The Executive Vice President's
employment at Brlanger ended when her leave expired in June, 2013. She has filed a wrongful
termination lawsuit agafnst Brlanger for $25 million, which Erlanger, in conjunction with its
Directors and Officers insurence carrier, is cumently defending, The ultimate outcome of this
lawsuit is uncertain.

Regulatory Compliance: The healthcare industry is subject to numerous law and regulations of
federal, state and local governments. These laws and regulations include, but are not necessarily
limited to, matters such as licensure, accreditation, government healthcare program participation
requirements, reimbursement for patient services, Medicars fraud and abuse, and most recently
wnder the Provision of Health Insurance Portability and Accountability Act of 1996, matters
related to patient records, privacy and security. Recently, government activity has mcreased with
respect to investigations and allegations concerning possible violations of fraud and abuse
staintes and regulations by healthcare providers, such as the Medicare Recovery Audit
Contractor Program. Violations of these laws and regulations could result in expulsion from
government healthcare programs together-with the imposition of significant fines and penaliies,
as well as significant repayments for patient services previously billed. Compliance with such
laws and regulations can be subject to future government review and interpretation: as well as
régnlatory actions unknown or un-asserted at this time.

In the normal course of business, the Primary Health System continuously monitors and
investigates potential issués through its compliance program. Currently several investigations
related to potential non-compliance ate underway and the Primary Health System recognizes a
liability when it is determined to exist and the amount can be reasonably estimated.
Management currently believes that the Primary Health System is in compliance with applicable
laws and regulations or has reported any amounts payable related known violations, including
amounts identified through the Medicare Recovery Audit Confractor program, or similar
initiatives, and any settlements will not have a significant impact on the combined financial
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siatements. However, due 0 the uncertainties involved and the status of ongoing investigations,
management’s estimate could chan

significant.

‘Healih Care Reform: March 2010, Congress adopted comprehensive healtheare insurance
llegislaﬁon, Patient Care Protection and Affordable Care Act and Healfh Care and Bdueation
Reconcilistion Act, The legislation, among other matters, is designated to expand access fo
covérage to qubstantively all citizens by 7019 through a combination of public program
expansion and private indusity health insurance. Changes 10 existing TennCare and Medicaid
coverage and paymenis are also expected to ocour as & result of this legislation. Implementing
regulations are generally required for fhese legislative acts, which are t be adopted over a period
of years and, aceordingly, the gpecific impact of any future regulations is not determinable.

NOTE M--LEASES
Capital: As disoussed in Note E, during 2012, the Primary Health System entered into &

sale/leaseback arrangement, undet which certain Jeases of office space mest the criteria as capital

leases. Interest on these leases has been estimated at 7% per annuim.

During 2011, the Primaty Health System acquired a pareel of land from the Tndustrial
Development Board of the City of Chattznooga, Tennesses for a nominal amount. The Primarcy
Health System also entered info a project development agreement with a developer to facilitate
final dosign, finaseing and construction of & medical office building for the benefit of
Volkswagen Group of America Chattanooga Operations, LLC (V olkkswagen) on this land. The
Pritnary Health System has entered into a forty-year ground Jease, with the option of two teil-
year yrenewal terms, of the parcel to the developer, Additionally, i 2012, the Primary Health
System has enteved into a twenty yeat lease with the developer for certain space in the medical
office building for a wellness centex and other operations under 2 capital lease agreement.

The _ffollowing is an analysis of the property under qapital leases by major elasses at June 30:

Primary Health Systet:

2014 2913
Buildings - 6,601,812 § 6,601,812
Equipment 494,905 494,905
7,096,717 7,096,717
Less: accumulated amortization (1,177,444) (593,019)

$ 5019273 § 6,503,698
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The following is  scheduls of future minimum lease payments under capital leases:

Year Ending June 30,
20135 $ 773,890
2016 ‘ 739,815
2017 729,999
2018 744,453 . I
2019 759,311
2020-2024 3,779,120
2025-2029 4,055,430
2030-2034 1,848,126
Total minimum lease payments 13,430,144
TLess: amount representing interest (6,854,854)
Present vahue of minimuim lease payments ’
(including cuszent portion of $196,283) ' $ 6,575,290

Operating: The Primary Health System rents office space and office equipment under non-
caneelable operating leases through 2033, containing various lease terms. The leases have other
yarious provisions, including sharing of certain executory costs. Rent expense under operating
leases was approximately 47,840,000 and $7,450,000 in 2014 and 2013, tespectively. Future
sriinimum lease commitments at June 30, 2014 for all non-cancelable leases with terms in excess

of one year are as follows:

. Year Ending June 30, _
2015 $ 6,200,885
2016 3,539,847
2017 3,434,456
2018 2,666,047
2019 . 2,436,867
Thereafter 19,823,183

$ 38,101,285

Rental Revenues: The Primary Health Systen leases office space to physicians aod others undes
various lease agreements with terms in excess of one year. Rental revenuo recognized for the
years ended June 30, 7014 and 2013 totaled approximately 43,688,000 and $4,261,000,
respectively, The following is a schedule of future minimum lease payments to be received for

. he years ending June 30
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Yeor Ending June 30,
2015 $ 1,915,427
2016 : 1,140,033
2017 ; 748,170
12018 533,963
2019 ‘ 413,203
Thereafter ' 1,302,421

$ 6,053,222

NOTE N-DERIVATIVE FINANCIAL INSTRUMENTS

Simulteneons with the issuance of the $95,000,000 Series 2004 bonds discussed in Note G, the
Primary Health System entered into interest rate swap agreements. Tn 20 effort to take advantage
of the differences between taxable and tax-exempt debt, and manage exposuse to interest rate
risks associated with various debt instruments, the Primary Health System is currently a parky fo
two distingt interest rate swap agreemients with a third party.

With respect to the 1997A. Sepies bonds, the Primary Health System executed a swap agreement
whershy the Primary Health System receives & veriable rafe equal to the one-month LIBOR~
BBA rate and paya a fixed rate equal io 5.087% on a notional amount of $41,000,000. Unless
terminated &t an earlier date (at the Prirnacy Health System’s option), this agreement terrninates
on October 1, 2027. '

With respect to the 1998A. Series bonds, the Primary Health System executed a swap agreement
wherehy the Primary Health System receives a fixed rate of 3.932% and pays a variable mate
gqual to the Securities Industry and Financial Markets Association (SIEMA) Wamieipal Swap
Tndex on a notional amount of 616,305,000, Usless terminated af an sarlier date (at the Primary
Health Systera’s option), this apreement ferinates on October 1, 2027.

Althongh these swap instruments ate intended fo manage exposure to interest rafe ‘risks
associated with the various debt instruments reforred to above, none of these swap agreements
have been determined to be effective hedges. Accordingly, the interest 12te SWaps are reflected
in the accompanying combined staternents of net position at their aggregate fair value (a net
liability of $3,982,646 and 44,856,429 at June 30, 2014 and 2013, respectively) and the changes
in the value of the swaps are reflected as a component of non-opersting revenues in the
combined statements of reveniue, €Xpenses and changes in net position.

Management hag considered the effects of any credit value adjustment and while managsment
believes the estimated fair value of the interest rate swap agreements i rezsonable, the estimale’

is subject to change in the near term.
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NOTE 0-MANAGEMENT AGREEMENT

On April 13, 2011, the Primary Healih System's Board of Trustees approved a resolution
authorizing 2 management agreement (the Agreement) between the Primary Healih Sysfem,
Hutcheson Medical Center, Inc. and affiliates (collectively, Hutcheson) and the Hospital
Authority of Walkex, Dads and Catoosa Counties in Georgia (the Hospital Authority).

Under the terms of the Agresment, the Primary Health System proposed general operating
policies and directives for Hutcheson; was responsible for the day-to-day management of
Hutcheson and provided oversight of ancillary aspeets of Fintcheson, such as physician practioss,
education, research, and olinical sexvices. The Agresment's initial term was to be through March
31, 2021 with the Primary Health System to have the option to extend fhe agreement for two
additional five year terms. The Primary Health System was authorized to terminate the
Agreement, without cause, upon writien notice at any point subsequent to May 25, 2013. Upon
such termination, Hitcheson was to be obligated fo make a Termination Payment to the Primaty
Health System consisting of all expenses then owed by Hutcheson and any outstanding advances
under a Line of Credit Agreement, discussed below. Hutcheson could alse terminate- the
agresmment without cause at any point subsequent to May 25, 2013 by paying the Termination
Payment, as well as the lesser of g) $1,000,000 per year for each year the Agreement has been in
place, ox b) $1,000,000 less any management fees paid in each Agreement year.

Tn addition to the Apreement, the Primary Health System agreed to extend a Line of Credit (the
Line) fo the Hospital Authority. The maximum amoutt available under the initial Line was
$20,000,000. During the year ending June 30, 2013, the Agreernent was amended fo increase the
snaximum amount to $20,550,000. At June 30, 2014, the draws on the Line totaled $20,550,000.

The Line called for interest only payments each month on the outsianding balance, based on the
London TnterBank Offered Rate plus 4% or a mate of 5%, whichever is greater. However, any
umpaid interest through March 31, 2013 was deforred and to be pald over a twelve-month period
commencing on that date. All ouistanding daws were due at the maturity date, which is
consistert with the Agreement termination dates, discussed above.

The Line is secured by a Security Agresment on the primary Hutcheson medical campus.
Further, the Counties of Walker and Catoosa, Georgia (collectively, the Counties) have provided
additional secusity in the form of guarantess under an Tntergovernmental Agresment, Under the
Tntergovernmental Apgreement, the Counties have each agreed to a maximum liability of
$10,000,000 to secure the lins. The form of such guarantee was to be at the option of the
Counties znd vere to becoms enforceable upon a notice of default delivered by the Primary
Health System. The form of the guarantce selected by the Counties can include &) a payment of
50% by sach County of the amounts owing nnder the Line, b) payments as they become due up
to the respective $10,000,000 limits or ©) after non-Judicial foreelosure under thé Security
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CHATTANOOGA-HAMILTON COUNTY HOSPITAL AUTHORITY
(@/b/a Exlanger Health System)

Notes to Combined Finaucial Statements - Conﬁnued

Years Ended June 30, 2014 and 2013

Apreement, each County could elect to pay 50% of any deﬂciéncy between the amount
outstanding under the Line and the then fair matket value. Both Counties previously agreed to
levy anmmal property taxes, if needed to honor these guarantees. . '

Tn Fune 2013, the Agreement was modified to allow Hutcheson to issue requests for proposals for
the lease or sale of Hutcheson properties without creating a breach of the Agreement. As part of

the Agrsement, Hutcheson committed to obtain altemative financing and repay the line of credit

upon the eatlier of the replacement financing being obtained by Hutcheson, or June 1, 2014

Tn August of 2013, however, Hutcheson terminated the Agreement. In response thereto, the
Primary Health System declared Hutcheson to be in default under the Agreement and made
formal demand of Hutcheson as to all amounts then due and payable. In Februaty 2014, the
Primary Health System filed suit against Hutchegon in order to collsct the monsys, including
prineipal, interest and penalties, then due. Tn response to such filing, Flutcheson has asserted
multiple counter claims against the Primary Health System alleging mismanagement and other
failures under the Agreement. Additionally, another senior ereditor has filed a separate fawsuit
against the Primary Health System alleging priority over the Primary Health System’s security
interest znd, presumably, fhe County guarantces relating to Fintcheson.. The litigation is
currently pending in the United States District Court in the Northern District of Georgia, Rome

Division
NOTE P—-OTHER REVENUE

" The American Recovery and Reinvestment Act of 2009 and the Health Tnformation Technology
for Economic and Clinical Health (FITECH) Act established incentive payments under the
Medicare and Medicaid programs for certain healtheare providers that use certified Electronic
Health Record (BHR) technology. To qualify for incentive payments, healtheare providers must
meet designated BER meaningful use criteria a8 defined by the Centers for Medicare &
Medicaid Services (CMS). Incentive payments axe awarded to healthcare providers who have
aftested to CMS that applicable meaningful use criteria have been met. Compliance with
meaningful use criteria is subject to audit by the federal government or its designee and incentive
payments are subject to adjustment in a future period.

The Primary Health System recognizes revenue for BHR. incentive payments when substantially
all contingencies have been met, During 2014 and 2013, the Primary Health System recognized
approximately $4,220,000 and 42,670,000, respectively, of other rsvenue related to EHR

ingcentive payments.

r
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CHATTANOOGA-HAMILTON COUNTY HOSFITAL AUTHORITY
(d/b/a Exlanger Health System)-

Nates to Combined Financial Stafements - Confinued

Years Ended June 50, 2014 and 2013
. NOTE Q--CONDENSED FINANCIAL INFORMATION ,

The following is condensed, financial information related to the discretely presented componeni
units as of and for the years ended June 30, 2014 and 2013:

| ContinuCare C}!berkrz;fe

As of June 30, 2014 _
Due from other governments B 192,950 $ 176,300
Other cuirent assets 10,345,848 460,017

Total Current Assets - 10,538,798 636,317
" Net property, plant and equipment 4,885,489 4,120,144
Other assets ' o ' 882,663 64,013
Total Assets _§ 16,306,950 § 4820474
Dus to other governments ' $ 126,882 §$
Ciher curreit liabilities 2,564,259 655,526
' Total Current Liabilities 2,691,141 655,526
Long-term debt and capital lease obligations 51,653 3,092,057
' Total Lisbilities 2,742,794 3,747,583
et position _
Unrestricted ) 8,759,244 556,940
Net investment in capital assets ' 4,804,912 515,951
; Total Net Positlon 13,564,156 1,072,891
| Total Lisbilities and Net Position  § 16,306,950 § 4,820,474
Year Ended June 30, 2014 :
Net patient and operating revenue $ 26429529 § 1,900,600
Operating expenses: '
Salaries, wages and benefits 13,407,246 : 231,342
Supplies and other expenses 12,497,767 702,098
Depreciation 549,539 560,208 .
' Total Opetating Expenses 26,454,552 1,493,648
. Operating Income (Loss) (25,023) 406,952
Nonoperating revenue (expenses) 389,611 (172,007)
Change in Net Position 364,588 234,945
Net Position at Beginning of Period 13,199,568 837,946

Net Position 2t End of Period § 13,564,156 § 1,072,891
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CHATTANOOGA-HAMILTON COUNTY HOSFITAL AITTHORTTY

(d/b/a Erlanger Health System)
Nozes to Combined Financial Siaiements - Continued

Years Ended June 30, 2014 and 2013

G

ContinuCare Cyberknife
As of Jupe 30, 2013 '

Due from other governments $ 248239 % 129,000
Other current assets 8,865,703 490,008
Total Cunent Assets 9,113,942 619,008

Net property, plant and equipment 5,174,936 4,468,880
Other assets 2,383,609 75,309
Totel Assets § 16,672,487 $§ 5,163,197

Due to other govermments $ 408,032 $ 120,000
Other current liabilitlss . 3,035,595 788,584
Total Current Liabilities 3,443,627 008,584

Long-term debt and capnal lease obligations 29,292, 3,416,667
Total Liabiliiies 3,472,919 4,325,251

Net position '
Unrestricted 8,110,622 210,424
Net investment in capital assets 5,088,946 627,522
Total Net Position 13,199,568 837,946

Total Liabilities and Net Position - § 16,672,487 § 5,163,197

Year Ended June 30, 2013

Net patient and operating revenus $ 26,026,863 $ 1,560,900
Operating expenses: '

Saelaries, wages atid benefits 13,395,486 211,954

Supplies and other expenses ! 12,897,677 578,266

Depregiation 517483 527,752

Total Operating Expenses 26,810,646 1,317,972

Operating Income (Loss) (783,783) 242,928

Nonoperating revenue (expenses) 497,259 (194,623)

Change in Net Position (286,524) 48,305

Net Position at Beginning of Period 13,486,092 189,641

Net Position at Bnd of Pexiod § 13,199,568 $ .837,946
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CHATTANOOGA-HAMILTON COUNTY HOSPITAL AUTHORITY
(d/b/a Exlanger Health System)

Netes to Combined Financial Steterents - Continued

Years Ended June 30, 2014 and 2013

CoutinuCare owes the Primary Health System for varfous services, supplies, and rents provided,
or expenses paid on its behalf. Actual expenses incurred related to these services were
$1,925,245 and $2,119,466 in 2014 and 2013, respectively. In addition, ContinuCare provides
staffing, confract nurse visits, aud administrative services to the Primary Health Systesm.
Revenues from such services were $372,554 and $617,427 for the years ended 2014 and 2013,
 respectively. Amounts due at June 30, 2014 aud 2013 are included in amounts due to/from other
governments in the accompanying combined finanecial statements,

As of June 30, 2014 and 2013, Cyberknife owes the Primary Health System for various serviees,
supplies and rents provided, or expenses paid on fts behalf, The Primary Health System owes
Cybernifs for radiation services provided by Cyberknife to the Primary Health System’s
patients. Revenues related to those services provided to the Primary Healih System wers
$1,900,600 and $1,560,900 in 2014 and 2013, respectively. Amounts due at June 30, 2014 and
2013 are included in amounts due to/from other governments in the accompanying combined
statemenis of net position,
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State of Tennessee

Health Services and Development Agency
Andrew Jackson, gt Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

January 2, 2015

Joseph M. Winick, Senior Vice President,
Planning & Business Development
Erlanger Health System

975 East 3rd Street

Chattanooga, TN 37403

RE: Certificate of Need Application -- Chattanooga-Hamilton County Hospital Authority d/b/a
Erlanger East Hospital - CN1412-048

The acquisition of a linear accelerator and the initiation of services at Erlanger East Hospital at Gunbarrel
Road, Chattanooga, TN, a satellite hospital operating under the license of Erlanger Medical Center, 975 East
3rd Street, Chattanooga (Hamilton County), Tennessee. If approved, Erlanger Medical Center will replace an
existing linear accelerator located at the main campus at 975 East 3rd Street in Chattanooga so there will be
no increase in the the number of units in the service area. The service will complement other oncology
services of Erlanger East Hospital. The project cost is estimated to be $10,532,562.00.

Dear Mr. Winick:

This is to acknowledge the receipt of supplemental information to your application for a
Certificate of Need. Please be advised that your application is now considered complete by this
office. Your application is being forwarded to the Tennessee Department of Health for review.

In accordance with Tennessee Code Annotated, §68-11-1601, et seq., as amended by Public
Chapter 780, the 60-day review cycle for this project will begin on January 1, 2015. The first sixty
(60) days of the cycle are assigned to the Department of Health, during which time a public
hearing may be held on your application. You will be contacted by a representative from this
Agency to establish the date, time and place of the hearing should one be requested. At the end of
the sixty (60) day period, a written report from the Department of Health or its representative will
be forwarded to this office for Agency review within the thirty (30)-day period immediately
following. You will receive a copy of their findings. The Health Services and Development
Agency will review your application on March 25, 2015.

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. § 68-11-1607(d):

(1) No communications are permitted with the members of the agency once the Letter of
Intent initiating the application process is filed with the agency. Communications
between agency members and agency staff shall not be prohibited. Any communication
received by an agency member from a person unrelated to the applicant or party opposing
the application shall be reported to the Executive Director and a written summary of such
communication shall be made part of the certificate of need file.



Joseph M. Winick, Sr. Vice President,
Planning & Business Development
January 2, 2015

Page 2

(2) All communications between the contact person or legal counsel for the applicant and
the Executive Director or agency staff after an application is deemed complete and
placed in the review cycle are prohibited unless submitted in writing or confirmed in
writing and made part of the certificate of need application file. Communications for the
purposes of clarification of facts and issues that may arise after an application has been
deemed complete and initiated by the Executive Director or agency staff are not
prohibited.

Should you have questions or require additional information, please contact me.
Sincerely,

"IN, Do sse

Melanie M. Hill
Executive Director

ce: Trent Sansing, CON Director, Division of Health Statistics



State of Tennessee

Health Services and Development Agency
Andrew Jackson, g Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

MEMORANDUM

TO:

FROM:

DATE:

Trent Sansing, CON Director

Office of Policy, Planning and Assessment
Division of Health Statistics

Andrew Johnson Tower, 2nd Floor

710 James Robertson Parkway

Nashville, Tennessee 37243

Melame M. Hill
Executive Director

January 2, 2015

Certificate of Need Application
Chattanooga-Hamilton County Hospital Authority d/b/a Erlanger
East Hospital - CN1412-048

Please find enclosed an application for a Certificate of Need for the above-referenced project.

This application has undergone initial review by this office and has been deemed complete. It is
being forwarded to your agency for a sixty (60) day review period to begin on January 1, 2015 and

end on March 1, 2015.

Should there be any questions regarding this application or the review cycle, please contact this

office.

Enclosure

cc: Joseph M. Winick, Senior Vice President, Planning & Business Development
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LETTER OF INTENT
TENNESSEE HEALTH SERVICES & DEVELOPMENT AGENCY

The Publication of Intent is to be published in the Chattanooga Times Free Press, which is a newspaper
of general circulation in Hamilton County, Tennessee, on or before December 10, 2014, for one day.

This is to provide official notice to the Health Services & Development Agency and all interested
parties, in accordance with T.C.A. § 68-11-1601 et. seq., and the Rules of the Health Services &
Development Agency, that Erlanger East Hospital, owned by the Chattanooga-Hamilton County

Hospital Authority D/B/A Erlanger Health System, with an ownership type of governmental, and to be
managed by itself, intends to file an application for a Certificate of Need to initiate radiation therapy
service with the acquisition of a new Linear Accelerator to be located at Erlanger East Hospital. The
new Linear Accelerator will replace an existing Linear Accelerator at Erlanger Medical Center. If this
project is approved, the number of Linear Accelerators at Erlanger Medical Center will be reduced
from two (2) to one (1). Upon completion there will be no change in the number of Linear
Accelerators in the service area. The Linear Accelerator will complement other Oncology services at
Erlanger East Hospital. The expansion of Erlanger East Hospital (CON No. CN0405-047AE) is in
process. No other health care services will be initiated or discontinued.

The facility and equipment will be located at Erlanger East Hospital, 1755 Gunbarrel Road,
Chattanooga, Hamilton County, Tennessee, 37421. The total project cost is estimated to be
$10,532,560.00.

The anticipated date of filing the application is December 5, 2014.

The contact person for this project is Joseph M. Winick, Sr. Vice President, Erlanger Health System,
975 East 3™ Street, Chattanooga, Tennessee, 37403, and by phone at (423) 778-7274.

e
Uy -~ =y ..
N —X D December 1, 2014 __Joseph.Winick@erlanger.org

(J oseph M. Winick Date: E-Mail:

——

The Letter Of Intent must be filed in triplicate and received between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File this

form at the following address:

Health Services & Development Agency
Andrew Jackson Building, 9" Floor
502 Deaderick Street
Nashville, Tennessee 37243

The published Letter Of Intent must contain the following statement pursuant to T.C.A. §68-11-1607(c)(1): (A) Any
health care instifution wishing to oppose a Certificate of Need application must file 2 written notice with the Health
Services and Development Agency no later than fifteen (15) days before the regularly scheduled Health Services and
Development Agency meeting at which the application is originally scheduled; and (B) Any other persen wishing to
oppose the application must file written objection with the Health Services and Development Agency at or prior to
the consideration of the applicatien by the Agency.




Mark Ausbrooks

From: Philip J. Grimm

Sent: Tuesday, December 30, 2014 9:22 AM

To: Mark Ausbrooks

Subject: FW: Erlanger Signs Agreement with UnitedHealthcare !!
Importance: High

FYI

related to a supplemental question during initial review of CN1412-048
Thanks for your help with the application.
Jeff

From: McKay, Martin [mailto:Martin.McKay@erlanger.org]
Sent: Tuesday, December 30, 2014 8:55 AM

To: Philip J. Grimm

Subject: Erlanger Signs Agreement with UnitedHealthcare !!
Importance: High

*** This is an EXTERNAL email. Please exercise caution. DO NOT open attachments or click links from unknown
senders or unexpected email - OIR-Security. ***

Jeff,

As expected, Erlanger has renewed our contractual relationship with United Healthcare, please see below. While this
note is not part of a supplemental response, you can surely take note that Erlanger has maintained it’s commitment to
serve the vulnerable populations of Southeast Tennessee.

Thanks,

Martin McKay

Erlanger Health System
Chattanooga, Tennessee
(423) 778-3286

NEWS RELEASE

wj UnitedHealthcare

Contact: Tracey Lempner Contact: Pat Charles
UnitedHealthcare Erlanger Health System
(770) 300-3573 (423) 778-7427

tracey_lempner@uhc.com Pat.Charles(@erlanger.org
1




For Immediate Release

UNITEDHEALTHCARE AND ERLANGER HEALTH SYSTEM
RENEW NETWORK RELATIONSHIP

Renews in-network access for all UnitedHealthcare plan participants, and expands TennCare participation to
now also include adult services starting March 1, 2015

CHATTANOOGA, Tenn. (Dec. 29, 2014) — UnitedHealthcare, a UnitedHealth Group company (NYSE:
UNH), and the Erlanger Health System, a five-hospital system in Chattanooga, TN, have signed a new multi-
year contract that gives individuals enrolled in UnitedHealthcare’s commercial and Medicare Advantage plans,
as well as individuals enrolled in the state’s TennCare program and in Dual Eligible Special Needs Plans, in-
network access to all Erlanger facilities and physicians.

Under the renewed relationship, UnitedHealthcare commercial and Medicare plan participants will continue to
have uninterrupted in-network access to the Erlanger Health System, and expectant mothers and children
enrolled in the TennCare program regain in-network access effective immediately. The new contract also
expands TennCare participation to give adults enrolled in the state’s Medicaid program full access to all
Erlanger facilities and physicians beginning

March 1, 2015.

“Erlanger values its new comprehensive relationship with UnitedHealthcare and the commitment both
organizations are making to improve the health of our community,” said Kevin M. Spiegel, FACHE, President
and CEO of the Erlanger Health System. “We appreciate the continued trust our patients have placed in us as
their health care provider.”

“Erlanger is an important regional provider of health care services, and this renewed relationship lays the foundation for
continued collaboration with the hospital and its doctors while helping to shift Chattanooga’s health care system to one
that rewards performance and patient outcomes,” said Greg Reidy, CEO of UnitedHealthcare’s employer and individual
business in Tennessee. “Our continued collaboration gives individuals and families full access to critical health

services throughout eastern Tennessee.”

About UnitedHealthcare

UnitedHealthcare is dedicated to helping people nationwide live healthier lives by simplifying the health
care experience, meeting consumer health and wellness needs, and sustaining trusted relationships with
care providers. The company offers the full spectrum of health benefit programs for individuals, employers
and Medicare and Medicaid beneficiaries, and contracts directly with more than 800,000 physicians and
care professionals, and 6,000 hospitals and other care facilities nationwide. Globally, UnitedHealthcare
serves more than 45 million people in health benefits and is one of the businesses of UnitedHealth Group
(NYSE: UNH), a diversified Fortune 50 health and well-being company.

About Erlanger Health System:
The Erlanger Health System is a non-profit, academic health system affiliated with the University of Tennessee College of
Medicine. Erlanger provides the only tertiary hospitals and Level 1 Trauma Centers for adults and children across a
31,000 square-mile region of southeast Tennessee, north Georgia, north Alabama and western North Carolina, treating
over 300,000 patients annually. The health system consists of five hospitals, including Children's Hospital at Erlanger, the
region's only pediatric specialty hospital, six emergency centers and offers centers of excellence in neurosciences, cancer
care, cardiology, orthopedics, trauma, women and children's care and transplant services. Erlanger is recognized by U.S.
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News and World Report as the top hospital in the Chattanooga region and is the tenth largest public healthcare system in
the United States. Visit www.erlanger.org.

HH#H

The information or documents contained in this electronic mail message are intended to be privileged and confidential information only for the use of the entity
named herein or above. if you are not the intended recipient, you are hereby notified that any dissemination, distribution or copy of this message or document is
strictly prohibited. If you have received this electronic mail transmission in error, notify the sender by e-mail and delete all copies from your system. Erlanger Health
System is not responsible for errors in this electronic mail message. Any personal comments made do not necessarily reflect the views of Erlanger Health System.
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December 19, 2014

Philip Grimm, MHA

HSDA Examiner

State of Tennessee

Health Services and Development Agency
Andrew Jackson, 9™ Floor

502 Deaderick St.

Nashville, TN 37243

RE: Certificate of Need Application CN1412-048
Additional Information to Supplement 1
Project Specific Criteria

Dear Mr. Grimm;
Thank you for the review of our application to relocate and replace a linear accelerator from Erlanger
Medical Center to Erlanger East. The additional information on Project Specific Criteria you requested is

enclosed.

We are excited about our plans to modernize our East Campus with this initiative to develop a full
service cancer center and look forward to the review process.

Please let us know if you have further questions or are in need of additional information.

Siacerely,

seph M. Winick
Senior Vice President
Planning, Analytics & Business Development

975 East Third Street, Chattanooga, TN 37403 (423) 778-7000 www.erlanger.org
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SUPPLEMENTAL INFORMATION (No. 2)

Chattanooga-Hamilton County Hospital Authority
D/B/A

Erlanger East Hospital

Application To Initiate Radiation Therapy Service
On The Erlanger East Campus
By Replacement & Relocation Of A Linear Accelerator

Currently At Erlanger Medical Center

Application Number CN1412-048

December 19, 2014

ERLANGER HEALTH SYSTEM
Chattanooga, Tennessee
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Supplemental Responses To Questions Of The
Tennessee Health Services & Development Agency

l1.) Section C, Need, Item l.a (Project Specific Criteria,
Megavoltage Radiation Therapy Services).

Per the response provided for Section A, Item 8.E on
page 5 of the application, the applicant has noted
that it is seeking CON approval to initiate a new
megavoltage radiation therapy/linear accelerator at
Erlanger East Hospital and will be relocating an
existing linear accelerator from EMC’s main campus. A
raesponse to the specific criteria for this service was
not provided in the application. Additionally, the
HSDA Examiner did not ask for same in the 12/9/14 HSDA
staff questionnaire in order to allow more time for
review and discussion with HSDA senior management
based on the nature and scope of this unique project.
It has now been determined that a response to the
criteria for radiation therapy service should be
addressed at this time to accompany Supplemental 1.

As such, please provide a response to the criteria
with a cover page labeled “Additional Information to
Supplemental 1”. The criteria are provided as an
attachment for your convenience.

Response
The Standards & Criteria For Megavoltage Radiation

Therapy Services are attached to this supplemental
information.

Erlanger East Hospital — Linear Accelerator
CON Application - Supplemental Information — No. 2 -- Page 2 12/19/14 11:10 AM
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AFFIDAVIT ‘
STATE OF TENNESSEE |
|
COUNTY OF HAMILTON |
NAME OF FACILITY Erlanger East Hospital
I, Joseph M. Winick , after first being duly

sworn, State under oath that I am the applicant named in
this Certificate of Need application or the lawful agent
thereof, that I have reviewed all of the supplemental
information submitted herewith, and that it is true,

accurate, and complete.

i SIGNATUR‘]‘\)

SWORN to and subscribed before me this /E 7 of

fl;cg,ynéh&1 P ZO/Lf ; a Notary Public in and for the

Month Year

Sta@aumﬁuTennessee, County of Hamilton.
\\\\\‘l v A /l' Ky ////_,

S pRi i o
$ O sIATE e _p
2 OF v B -
S TENNESSEE © = ' NOTARYVPUBLIC
= % NOTARY / =
%, %~ PUBLIC & §
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M mﬁéﬁﬂ%ﬁsﬁon expires (EZQZ@%LE( Cb , 20/5 .

(Month / Day)
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** NOTE - The attachments are paginated and the page
number begins with “A”. The page number
appears in the upper right hand corner of
the page.

Description Page No.

Criteria For Construction, Renovation,
Expansion & Replacement Of
Health Care Institutions A-1



SUPPLEMENTAL #1

December 22, 2014
10:24 am

ATTACHMENTS



SUPPLEMENTAL #1
December 22, 2014 A1
10:24 am

Additional Information To Supplemental No. 1
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Standards & Criteria For P
Megavoltage Radiation Therapy Services

1.) Utilization Standards For MRT Units.

a. Linear Accelerators not dedicated to performing
SRT and/or SBRT procedures:

i. Full capacity of a Linear Accelerator MRT
unit is 8,736 procedures, developed from the
following formula: 3.5 treatments per hour,
times 48 hours (6 days of operation, 8 hours
per day, or 5 days of operation, 9.6 hours
rer day), times 52 weeks.

ii. Linear Accelerator Minimum Capacity: 6,000
procedures per Linear Accelerator MRT Unit
annually, except as otherwise noted herein.

iii. Linear Accelerator Optimal Capacity: 7,688
procedures per Linear Accelerator MRT Unit
annually, based on a 12% average downtime
per MRT unit during normal business hours
annually.

iv. An applicant proposing a new Linear
Accelerator should project a minimum of at
least 6,000 MRT procedures in the first year
of service in it's Service Area, building to
a minimum of 7,688 procedures per year by
the third year of service and for every year
thereafter.

b. For linear Accelerators dedicated to performing
ohly SRT procedures, full capacity is 500 annual
procedures.

Response

This criterion is not applicable because the
Linear Accélerator at Erlanger East Hospital will not be
dedicated to Stereotactic Radiation Therapy.

c. For Linear Accelerators dedicated to performing
only SRT/SBRT procedures, full capacity is 850
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3

annual procedures.

Response

This criterion is not applicable because the
Linear Accelerator at Erlanger East Hospital will not be
dedicated to Stereotactic Radiation Therapy or Stereotactic
Body Radiation Therapy.

d. An exception to the standard number of procedures
may occur as new or improved technology and
equipment or new diagnostic applications for
Linear Accelerators develop. An applicant must
demonstrate that the proposed Linear Accelerator
offers a unique and necessary technology for the
provision of health care services in the proposed
Service Area.

Response

While acquisition of the Varian TruBeam Linear
Accelerator by Erlanger East Hospital does not offer new
technology to the service area, it does offer new
technology to the Erlanger cancer program by providing the
first fully digital platform with advanced imaging
capability and functionality. In addition, the Varian
TruBeam Linear Accelerator offers new technology to
Erlanger by replacing a 17 year old Linear Accelerator.

This technology is crucial to Erlanger’s
radiation therapy program as the service area’s safety net
provider.

e. Proton Beam MRT Units. As of the date of the
approval and adoption of these Standards and
Criteria, insufficient data are available to
enable detailed utilization standards to be
developed for Proton Beam MRT Units.

Response

This criterion is not applicable because the
Linear Accelerator at Erlanger East Hospital is not a
Proton Beam MRT Unit.
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2.) Need Standards For MRT Units.

a.

For Linear Accelerators not dedicated solely to
performing SRT and/or SBRT procedures, need for a
new Linear Accelerator in a proposed Service Area
shall be demonstrated if the average annual
number of Linear Accelerator procedures performed
by existing Linear Accelerators in the proposed
Service Area exceeds 6,000.

Response

This criterion is not applicable because this CON

application does not seek to add a new Linear Accelerator
to the service area. However, the average annual
procedures by Linear Accelerator unit in the service area
is presented below.

EHS - Analysis Of Linear Accelerator Utilization In Southeast Tennessee

No. Of Total Avg. Proc's
County Type Eacility Name Year Lin Ac's Treatments Per Unit

Hamilton HOSP  Edanger Medical Center 2011 20 8,837 4,419
Hamilton HOSP  Memorial Hospital 2011 3.0 19,187 6,396
Hamilton HOSP  Parkridge Medical Center 2011 2.0 3.672 1,836
Bradley RAD  Clevsland Regional Cancer Center 2011 1.0 5,327 5,327

McMinn ASTC  Athens Regional Cancer Center 2011 1.0 3,035 3,035
Total >>>>> 9.0 40,058 4,451

Hamilton HOSP  Edanger Medical Center 2012 2.0 9,516 4,758
Hamilton HOSP  Memorial Hospital 2012 3.0 14,914 4,97
Hamitton HOSP  Parkridge Medical Center 2012 2.0 4,120 2,060
Bradley RAD  Cleveland Regional Cancer Center 2012 1.0 5,018 5,018

McMinn ASTC  Athens Regional Cancer Center 2012 1.0 2,717 2,717
Total >>>>> 9.0 36,285 4,032

Hamilton HOSP  Erlanger Medical Center 2013 20 9,519 4,760
Hamifton HOSP  Memorial Hospital 2013 3.0 16,734 5,578
Hamilton HOSP  Parkiidge Medical Center 2013 2.0 3,693 1,847
Bradley RAD  Clewland Regional Cancer Center 2013 1.0 5,473 5,473

Meiviinn ASTC  Athens Regional Cancer Center 2013 10 2,732 2,732
Total >>>>> 9.0 38,151 4,239

NOTES

(1) This information is derived from the Tennessee Health

b.

Services Agency - Major Medical Equipment Registry.

For Linear Accelerators dedicated solely to
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performing SRT procedures, need in a proposed
Service Area shall be demonstrated if the average
annual number of MRT procedures performed by
existing Linear Accelerators dedicated to
performing only SRT/SBRT procedures in a proposed
Service Area exceeds 510, based on a full
capacity of 850 annual procedures.

Response

This criterion is not applicable because the
Linear Accelerator at Erlanger East Hospital will not be
dedicated to Stereotactic Radiation Therapy.

(o]} For Linear Accelerators dedicated to performing
only SRT/SBRT procedures, need in a proposed
Service Area shall be demonstrated if the average
annual number of MRT procedures performed by
existing Linear Accelerators dedicated to
performing only SRT/SBRT procedures in a proposed
Service Area exceeds 510, based on a full
capacity of 850 annual procedures.

Response

This criterion is not applicable because the
Linear Accelerator at Erlanger East Hospital will not be
dedicated to Stereotactic Radiation Therapy or Stereotactic
Body Radiation Therapy.

d. Need for a new Proton Beam MRT Unit: Due to the
high cost and extensive service areas that are
anticipated to be required for these MRT Units,
an applicant proposiong a new Proton Beam MRT
Unit shall provide information regarding the
utilization and service areas of existing or
planned Proton Beam MRT Units’ utilization and
service areas (including those that have received
a CON), if they provide MRT services in the
proposed Service Area and if that data are
available, and the impact its application, if
granted, would have on those other Proton Beam
MRT Units.

Response
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This criterion is not applicable because the
Linear Accelerator at Erlanger East Hospital is not a
Proton Beam MRT Unit.

e. An exception to the need standards may occur as
new or improved technology and equipment or new
diagnostic applications for MRT Units develop.

An applicant must demonstrate that the proposed
MRT Unit offers a unique and necessary technology
for the provision of health care services in the
. proposed Service Area.

Res ponse

While acquisition of the Varian TruBeam Linear
Accelerator by Erlanger East Hospital does not offer new
technology to the service area, it does offer new
technology to the Erlanger cancer program by providing the
first fully digital platform with advanced imaging
capability and functionality. In addition, the Varian
TruBeam Linear Accelerator offers new technology to
Erlanger by replacing a 17 year old Linear Accelerator.

This technology is crucial to Erlanger’s

radiation therapy program as the service area’s safety net
provider.

3.) Access To MRT Units.

a. An MRT unit should be located at a site that
allows reasonable access for residents of the
proposed Service Area.

Response

The service area for the radiation oncology
service at Erlanger East Hospital will serve patients from
the entire service area, however, it is expected that the
patients most likely to receive service at Erlanger East
Hospital will originate from the area to the East of
Chattanooga, Tennessee, as illustrated by the table below.
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East Hamilton, Bradley, McMinn and Polk Counties
in Tennessee are within 45 minutes of Erlanger East

Hospital.

Hamilton County, TN
Bradley County, TN
Marion County, TN
Grundy County, TN
Sequatchie County, TN
Bledsoe County, TN
Rhea County, TN
Meigs County, TN
McMinn County, TN
Polk County, TN

Other

Total - EHS

EHS — Radiation Oncology Service
Patient Origin - 2013

Total % EHS East Of % Of
Erlanger Pt. Origin Chattanooga Total
231 47.9% 97 44.7%
28 5.8% 28 12.9%

18 3.7% 0.0%

4 0.8% 0.0%

18 37% 0.0%

7 1.5% 0.0%

26 5.4% 0.0%

5 1.0% 0.0%

5 1.0% 5 2.3%

7 1.5% 7 3.2%
133 27.7% 80 36.9%
482 100.0% 217 100.0%

b. An applicant for any proposed new Linear
Accelerator should document that the proposed
location of the Linear Accelerator is within
a 45 minute drive time of the majority of the
proposed Service Area’s population.

Response

The service area for the radiation oncology
service at Erlanger East Hospital will serve patients from
the entire service area, however, it is expected that the
patients most likely to receive service at Erlanger East
Hospital will originate from the area to the East of
Chattanooga, Tennessee, as illustrated by the table below.

East Hamilton, Bradley, McMinn and Polk Counties
in Tennessee are within 45 minutes of Erlanger East

Hospital.

Ca Applications that include the non-Tennessee
counties in their proposed Service Areas should
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provide evidence of the number of existing MRT
units that service the non-Tennessee counties,
their utilization rates, and their capacity (if
that data are available).

Response

This criterion is not applicable because there

are not any non-Tennessee counties which have been included
in the service area.

4.)

Economic Efficiencies. All applicants for any
proposed new MRT Unit should document that lower cost
technology applications have been investigated and
found less advantageous in terms of accessibility,
availability, continuity, cost, and quality of care.

Response

This criterion is not applicable because Erlanger will

not be acgquiring a “new” MRT unit for Erlanger FEast
Hospital because we are relocating a Linear Accelerator
from Erlanger medical Center.

5.)

with

6.)

Separate Inventories For Linear Acelerators And For
other MRT Units. A separate inventory shall be

maintained by the HSDA for Linear Accelerators, for
Proton Beam Therapy MRT units, and, if data are

available, for Linear Accelerators dedicated to SRT
and/or SBRT procedures and other types of MRT Units.

Response

Erlanger has in the past, and will continue to comply,
the reporting requirements of the HSDA.

Patient Safety And Quality Of Care. The applicant

shall provide that any proposed MRT Unit is safe and
effective for its proposed use.

a. The United States Food & Drug Administration must
certify the proposed MRT Unit for clinical use.

Response
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The letter from the FDA approving the Varian
TruBeam Linear Accelerator for commercial use was filed
with the CON application.

b. The applicant should demonstrate that the
proposed MRT Unit shall be housed in a physical
environment that conforms to applicable federal
standards, manufacturer’s specifications, and
licensing agencies’ requirements.

Response

The letter from our architect, Mr. Chuck Arnold,
states that implementation of the project will be compliant
with all Federal, State and local codes and ordinances; as
well as all manufacturer specifications.

C. The applicant should demonstrate how emergencies
within the MRT Unit facility will be managed in
conformity with accepted medical practice,
Tennessee Open Records Act and/or Tennessee Open

Records Act.

Response

A copy of the Policy Pertaining To Emergencies
was filed with the CON application.

d. The applicant should establish protocols that
assure that all MRT procedures performed are
medically necessary and will not unnecessarily
duplicate other services.

Response

A copy of the Policy On Outpatient Orders And
Medical Necessity was filed with the CON application.

e. An applicant proposing to acquire any MRT Unit
shall demonstrate that it meets the staffing and
quality assurance requirements of the American
Society of Therapeutic Radiation & Oncology
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(ASTRO) , the American College of Radiology (ACR),
the American College of Radiation Oncology (ACRO)
or a similar accrediting authority such as the
National Cancer Institute (CNI). Additionally,
all applicants shall commit to obtain
accreditation from ASTRO, ACR or a comparable
accreditation authority for MRT Services within
two years following initiation of the operation
of the proposed MRT Unit.

Response

While the organizations mentioned in this
criterion do not have staffing “requirements”, they do have
staffing “recommendations”; Erlanger meets the staffing
recommendations of ACR. Erlanger adheres to the quality
assurance requirements of ACR. Further, while Erlanger is
not currently accredited by one of the organizations listed
in the criterion, Erlanger hereby commits to obtaining such
accreditation within 2 years following initiation of
operation of the proposed Varian TruBeam Linear
Accelerator.

£. All applicants should seek and document emergency
transfer agreements with local area hospitals, as
appropriate. An applicant’s arrangements with
its physician medical director must specify that
said physician be an active member of the subject
transfer agreement hospital medical staff.

Response

A copy of the list of Erlanger’s Patient Transfer
Agreements was filed with the CON application. The medical
director for the Radiation Center at Erlanger East
Hospital, Dr. Frank Kimsey, 1s an active member of the
medical staff at Erlanger Medical Center and Erlanger East
Hospital. His contract stipulates this requirement.

g. All applicants should provide evidence of any
onsite simulation and treatment planning services
to support the volumes they project and any
impact such services may have on volumes and
treatments times.
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Response

With the schematic drawings which were filed with
the HSDA for this CON application, it is shown that a CT
Simulator will be located at the Radiation Center at
Erlanger East Hospital. Thus, the volumes which are

projected are supported.

7.) The applicant should provide assurances that it will
submit data in a timely fashion as requested by the
HSDA to maintain the HSDA equipment registry.

Response

Erlanger has in the past, and will continue to comply,
with the reporting requirements of the HSDA.

8.) 1In light of Rule 0720-11.01, which lists the factors
concerning need on which an application may be
evaluated, and Principle No. 2 in the State Health
Plan, “Every citizen should have reasonable access
to health care,” the HSDA may decide to give special
consideration to an applicant:

a. Who is offering the service in a medically
underserved area as designated by the United
States Health resources and Services
Administration;

Response

A copy of the web page from the Health Resources
& Services Administration was filed with this CON
application indicating that the proposed service area is
designated as medically underserved.

b. Who is a “safety net hospital” or a “children’s
hospital” as defined by the Bureau of TennCare
Essential Access Hospital payment program; or

Response

Erlanger Medical Center is designated by the
TennCare Bureau as a safety net hospital; Erlanger East
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Hospital is licensed, and operates as, a satéllite hospital

of Erlanger Medical Center. Further, Erlanger Medical
Center has the only Children’s Hospital in th& service

areca.

ol Who provides a written commitment of intention
to contract with at least one TennCare MCO and,
if providing adult services, to participate in
the Medicare program.

Response

Copies of articles were filed with the HSDA with
the 1°° supplement to this CON application documenting that
Erlanger Health System has signed agreement with TennCare
MCO's. Erlanger Medical Center, inclusive of Erlanger East
Hospital, does provide services to adults and is a
participating provider with the Medicare programn.

[ End Of Responses To Standards & Criteria For Megavoltage Radiation
Therapy Services — 2011, pages 24-30. ]
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The number of chemotherapy patients in f@llowing years

will be higher. The infusion center at Erlanger East

Hospital will be staffed by 1 medical oncologist on site

that will see approximately 700 additional patients,

however, not all of them will need chemotherapy. It is

expected that the medical oncology patients originating

from points East of Chattanooga will most likely receive

their care at Erlanger East Hospital. Some shifting of

patients may be expected.

The percentage of surgeries at Erlanger Medical Center
is approximately 9.2% for inpatients and 11.4% for
outpatients. The cancer surgery mix at Erlanger East
Hospital is expected to be primarily outpatient; therefore,
we do not expect it to be similar to Erlanger Medical

Center.

4.) Section B, Project Description, Item II.E l.a — Item 1
And Section C, Economic Feasibility, Item 1 (Project

Cost Chart).

The response with revised Project Costs Chart
identified $3,065,941 for the purchase of a Varian
Truebeam unit, $690,345 for a CT simulator and
$1,458,984 for the cost of a 5-year service agreement
for a total medical equipment cost of $5,215,270 as
noted in line A.7 of the revised chart. Review of the
October 2, 2014 vendor quote by Varian Medical Systems
revealed that the cost of a 5 year service agreement
for the unit was missing from the quote. Please
provide documentation such as an addendum to the
vendor quote that supports the linear accelerator
unit’s $1,458,984 service cost. In addition, what are
the amounts included for shipping and taxes in the
revised Project Costs Chart? Please clarify.

Response

A copy of the quote from Varian for the Linear Accelerator
maintenance for the 5 year period, as well as a copy of the total
estimate for maintenance which documents the $ 1,458,984, is
attached to this supplemental information. Varian’s quote shows
incorrect maintenance cost in year 1 of $ 255,994.00. Year 1
maintenance is covered by warranty. Since Erlanger is a
governmental unit we are tax exempt, therefore, no amount was
included for taxes. As to shipping cost, the terms of the quote

show “FOB:

Erlanger East Hospital — Linear Accelerator
CON Application - Supplemental Information — No. 2A -- Page 4 12/26/14 11:41 AM
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. [
STATE QF TENNESSEE |
|
COUNTY OF HAMITLTON |

NAME OF FACILITY Erlanger East Hospital

I, Joseph M. Winick , after first being duly

sworn, State under oath that I am the applicant named in
this Certificate of Need application or the lawful agent
thereof, that I have reviewed all of the supplemental
information submitted herewith, and that it is true,

accurate, and complete.

& :: SIGNATURE @)

SWORN to and subscribed before me this 29 of
December , 2014,

a Notary Public in and .for the
Month Year

State of Tennessee, County of Hamilton.

Shetea Bag o

NOTARY PUBLIC

- \\Wlldllin'lf,l,pJr
My commission expires dune C\ , 20\8 ™ \_\guA; "’fx,
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December 17, 2014

Philip Grimm, MHA

HSDA Examiner

State of Tennessee

Health Services and Development Agency
Andrew Jackson, 9 Floor

502 Deaderick St.

Nashville, TN 37243

RE: Certificate of Need Application CN1412-048
Erlanger Medical Center

Dear Mr. Grimm;
Thank you for the review of our application to relocate and replace a linear accelerator from Erlanger
Medical Center to Erlanger East. The additional information you requested is enclosed. We are excited

about our plans to modernize our East Campus with this initiative to develop a full service cancer center
and look forward to the review process.

Please let us know if you have further questions or are in need of additional information.

Senior Vlce President
Planning, Analytics & Business Development

975 East Third Street, Chattanooga, TN 37403 (423) 778-7000 www.erlanger.org
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SUPPLEMENTAL INFORMATION

Chattanooga-Hamilton County Hospital Authority
D/ B/ A

Erlanger East Hospital

Application To Initiate Radiation Therapy Service
On The Erlanger East Campus
By Replacement & Relocation Of A Linear Accelerator

Currently At Erlanger Medical Center

Application Number CN1412-048

December 14, 2014

ERLANGER HEALTH SYSTEM
Chattanooga, Tennessee
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Supplemental Responses To Questions Of The
Tennessee Health Services & Development Agency

1.) Section A, Applicant Profile, Item 6.

The Warranty Deed dated 1988 for the +tract of
approximately 27.89 acres is noted. Absent names of
streets as a comparison to the plot plan in the
application, what additional insight can the applicant
provide to document site control pertaining to

Erlanger East Hospital.

Response

The description contained in the Warranty Deed
provides the following information ..

“Beginning at the intersection of the southern
right-of-way of Crane Recad (allowing for a width
of 50 feet) with the western line of Gunbarrel Road ..”

This description is located on lines 4-5 of the parcel
description which provides the requested information.

2.) Section A, Applicant Profile, Item 10.

Under the notes for this item, the applicant notes a
transfer of 70 beds from the EMC main hospital campus
to Erlanger East Hospital in CN0405-047AE. However,
HSDA records for the Certificate of Need, including
recent approval of the project’s 4™ extension request,
reflect approval for the transfer of 79 beds in lieu
of 70 beds. Review of the CON approval letter & other
related correspondence reveals the project will
decrease the main campus beds from 703 to 624 licensed
beds and increase the east campus beds from 28 to 107
licensed beds. Please explain. In your response please
also provide  the bed complement under EMC’ s
consolidated license for its 3 campuses showing all
licensed beds by service.

Response

The original CON approved a transfer of 79 beds from
Erlanger Medical Center to Erlanger East Hospital.

Erlanger East Hospital — Linear Accelerator

CON Application - Supplemental Information -- Page 2 12/17/14 3:19 PM
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Following that CON, a subsequent CON was approved to
transfer six (6) beds from Erlanger Medical Center to
Erlanger East Hospital for the purpose of the Level II-A
nursery (see CN0407-067A). The bed complement for Erlanger

FEast Hospital i1s summarized below.

Original Licensed Beds 28
Medical / Surgical Beds (CN0O405-067AE) 79
Nursery Beds Added (CN0407-067A) o

Total Beds Available 113
Total Beds Currently Licensed 43

Medical / Surgical Beds Remaining
To Be Implemented (CN0405-067AE) 70

*x* Note — Of the 79 beds approved in CNO405-067AE, a total
of 9 beds have been implemented to date.

The request for the current bed complement for
Erlanger’s 3 campuses in Hamilton County is below.

|" _ R Erlanger iEﬂanger' Erlanger EMC
' " Bed Type  Main Campus North  East Licensed Beds
Medical 251 21 12 284
Surgical 193 20 6 . 219
oo Hbspita_\l- . | S A
Obstetrical 40 25 65
ICU/CCU 91 4 95
Neonatal ICU 64 _ 64
Pediatric 49 49
Adult Psychiatric
Geriatric Psychiatric 12 12
TOTAL | | 688 57 43 788

3.) Section A, Applicant Profile, Item 13.

The applicant’s contract with United Care of Tennessee
for commercial and Medicare Advantage products 1is
noted. However, please clarify why the applicant does
not have a contract with United Healthcare Community
Plan for TennCare enrollee’s over the age of 21.

Erlanger East Hospital — Linear Accelerator
CON Application - Supplemental Information -- Page 3 12/17/14 3:19 PM
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New TennCare Managed Care Contract with the Bureau of
TennCare will take effect January 1, 2015 with full
statewide implementation for AmeriGroup, BlueCare
Tennessee and United Healthcare. Please indicate the
stages of contract discussions with each MCO for these

new and any other contracts.

Response

Erlanger is in continued contract negotiations with
United Healthcare Community Plan and has signed a contract
with Amerigroup (see copy of articles on the negotiation
status attached to this supplemental information).
Erlanger Health System’s leadership recently met with, and
is in continuing discussion with, United Healthcare in an
effort to come to terms on outstanding issues. In the
meantime, any of these TennCare enrollees will still able
to access Erlanger’s emergency departments and other
services, if needed.

4.) Section B, Item 1 (Project Summary).

The executive summary is noted. Please include brief
descriptions for project funding, financial
feasibility/sustainability for the proposed project.

Response

Brief descriptions are below as requested.

Project Funding
The project will be funded by continuing operations

of Erlanger Health System. The CFO letter attached
to the CON application confirms this.

Financial Feasibility / Sustainability
The Projected Data Chart shows that this project is

financially viable in both years 1 and 2.

5.) Section B, Project Description, Item II.A.

The response pertaining to construction is noted.
However, the 7,396 total square feet for the proposed
radiation therapy service in the response is less than

Erlanger East Hospital — Linear Accelerator

CON Application - Supplemental Information -- Page 4 12/17/14 3:19 PM
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the total size of the project identified in the Square
Footage Chart on page A-16 (8,020 total square feet).
Further the response makes no note of the scope of
work related to the inpatient/outpatient pharmacy that
was addressed in the 11/26/14 architect’s letter on
page A-15 of the application. Please explain.

Square footage Chart - The total costs for the areas
in the chart were omitted. Please add this information
and submit a revised chart in a replacement page for

the application.

Response

A portion of the space that will be vacated by the
relocation of the inpatient pharmacy & outpatient pharmacy
will not be included in the SF for the new radiation
therapy center. It will be renovated as lobby space to
facilitate patient flow through the entry to the hospital
and radiation therapy center.

A revised Square Footage Chart is attached to this
supplemental information.

6.) Section B, Item Project Description, II.D.

Please describe the applicant’s enhancements
pertaining to the development and operation of EMC’s
comprehensive cancer program, including the addition
of a radiation therapy service at Erlanger East

Hospital.

Suggested contents to help the Agency gain a better
understanding of the service are as follows: (1) a
description of the services of the oncology program
such as surgery, diagnostic and treatment
(chemotherapy) services; (2) a description of any
specialized services (e.g., mammography screening,
community education programs for cancer, etc.); (3) a
description of any specialized equipment for
diagnostic and/or treatment services; (4) a

description of hospital/medical staff organizational
structures for coordinating the activities of the
oncology program, including information systems such
as its tumor registry and tumor board; and (5) a
description of EMC’s participation in any clinical

Erlanger East Hospital — Linear Accelerator

CON Application - Supplemental Information -- Page 5 12/17/14 3:19 PM
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investigative protocols through formal oncology
network relationships with other providers.

In your response, please include an estimate of cancer
surgeries as a percentage of EMC’'s and Erlanger East’s
total surgical procedures in 2012, 2013 and 2014.
Please also address chemotherapy caseloads at Erlanger
east for these periods going forward Year 1 of the

project.

Response

Erlanger seeks to make cancer service convenient and
readily accessible to those served. At Erlanger East,
cancer services now in place or being developed will
complement those provided on the main Erlanger campus.
Specific services at Erlanger East include a comprehensive
breast center which provides screening mammography,
diagnostic mammography, ultrasound, lumpectomy and
chemotherapy services. We utilize digital breast
tomosynthesis for mammography imaging, providing improved
visualization for the radiologist, while also reducing the
need to recall or biopsy patients. Our chemotherapy
infusion center has the capacity for 15 patients.

We have certified breast cancer nurse navigators,
stereotactic biopsy capabilities, an oncology research
coordinator who can provide access to clinical research
protocols, community outreach initiatives and more. The
team of oncologists, hematologist and surgeons at Erlanger
East Hospital participate in the tumor board at Erlanger.
Such services have been in development as part of the long
term plan for Erlanger East Hospital so historical data on
surgery and chemotherapy case loads are not yet available.
Approximately 700 chemotherapy patients are anticipated in
the first year of the project. The relocation of the
linear accelerator to the campus will complement these
services while providing convenient access for those in
need, creating a single destination where all required care

can be provided.

7.) Section B, Project Description, Item II.E.l.a -
Items 1 and 3.

The response to Item 1 matches the $3,065,941 Varian
Truebeam vendor equipment quote vendor effective

Erlanger East Hospital — Linear Accelerator

CON Application - Supplemental Information -- Page 6 12/17/14 3:19 PM
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through March 2015. However, this cost does not match
the total fixed equipment cost in Line 7 of the
Project Costs Chart on page 39 of the application
($5,351,093) . Please clarify and reconcile by
identifying all applicable costs for the linear
accelerator, including the base equipment cost,
warranty, shipping and taxes.

For clinical applications, please identify and
describe the clinical features and advantages of the
unit pertaining to its ability to perform IMRT, IGRT
and SRS procedures, at a minimum. It may be helpful to
a better appreciation of the project to describe how
these items contribute +to the applicant’s plans to
provide modern cancer radiation therapy services.

Response

!

As part of the comprehensive radiation therapy center
to be located at Erlanger East Hospital there will be a CT
Simulator along with furniture and other miscellaneous

equipment.

Varian TruBeam Linear Accelerator $ 3,065,941
CT Simulator 690, 345
Service Contracts (5 years) 1,458,984
Furniture, Fixtures & Misc. Equip. 135,823

Total $ 5,351,093

A revised Project Cost Chart is attached to this
supplemental information.

Concerning clinical applications for the unit, the
Varian TrueBeam is equipped with On-Board Imaging (“OBI”)
which allows better precision for repetitive localization
of targeted tumor volumes on a daily basis. OBI is also
used to perform Image Guided Radiation Therapy (“IGRT”).
This unit also can deliver IMRT using Rapid Arc technology
when medically appropriate for faster delivery of highly
conformal treatment, therefore reducing the amount of time
that a patient must lie still to receive their daily
treatment. The TrueBeam can also be used to provide gantry
based Sterectactic Body Radiation Therapy and Stereotactic
Radiosurgery (SBRT/SRS). Erlanger currently uses the
CyberKnife to provide robotic SBRT and SRS on the downtown
campus but with acquisition of this unit, would have the

Erlanger East Hospital — Linear Accelerator

CON Application - Supplemental Information -- Page 7 12/17/14 3:19 PM
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capability to extend the stereotactic treatment options to
the Erlanger East Hospital campus as well.

8.) Section B, Project Description, Item III (Plot Plan).

The 2 versions of plot plans are noted. For the page
A-17 version, Please insert an arrow that identifies
the 1location & entrance of the proposed radiation
therapy service. For version on page A-18, please
revise by including the names for Gunbarrel and Crane

Streets.

Response

The revised plot plans are attached to this
supplemental information.

9.) Section C, Need, Item I.a (Specific Criteria,
Construction & Renovation).

Given the project focus on replacement and relocation
of one of EMC’s two existing units to its satellite
hospital Erlanger East, please provide responses for
the criteria pertaining to construction and renovation
criteria in this section (Sumner Regional Hospital,
CN1408-036A, may be helpful as an example) .

Response

The criteria for Construction, Renovation, Expansion
and Replacement Of Health Care Institutions are attached to
this supplemental information.

10.) Section C, Need, Items 3, 4.A, and 4.b (Service Area).

Item 3 - The county designation and justification of
the service area is noted. The table in the response
is based on data from the THA Health information
Network. Since HSDA Equipment Registry Data is also
available to measure patient origin by service, it
would be helpful to comparing the table using both
sets of data. Please provide the table using HSDA for
radiation therapy treatments by residents of the 10
county TN service area in 2011, 2012 and 2013. In your

Erlanger East Hospital — Linear Accelerator

CON Application - Supplemental Information -- Page 8 12/17/14 3:19 PM
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response, please note any major differences between
the data, as appropriate.

Item 4.A - your response to this item using data from
Claritas and THA Health Information Network is noted.
However, please complete the following chart wusing
information from the Department of Health population

projections.
Demographic of _q,
Service Area 9 = B § ) g —E : 5
15 5|5 (5 |8 |2 |alg |8 T8¢
— ] he! =] 7] U Z
/= g |0 |z |2 > S | & | B @ a4 &E
T—otglP_opulaﬁon- '
Current Year -2014 . _
Total Population- )
Projected Year -2018 -
Total Population-%
change
Item 4.B - Please briefly summarize the cancer rate in
the service area using data from the TN Department of
Health (TDH) such as the cancer registry or applicable
recent publication (e.g. Cancer in Tennessee, 2005-
2009) . Specifically, please identify cancer use rates
by county for the most recent 3 consecutive year
period available and compare to statewide and national
averages. Please also provide the linear accelerator
treatments per 1,000 population for the service area
and the State of Tennessee overall. Linear accelerator
treatment data is available from Alecia Craighead at
the HSDA offices.
Response
Item 3

The table requested is below.

Erlanger East Hospital — Linear Accelerator
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= THA Inpatient Market Data =
' ! | £ %EHS | %Svc. Area
Patient Origin 011 2012 | 2013 | 20112013 2011-2013 Pt. Origin|  Pt. Origin | Pt. Origin

i | | I I
'Hamilton County | 19,323 | 17,453 | 17,359 | -1,964 | -10.2% | 6B7% | | 48.8% 59.1% |
Bradley County | 1,795 | 1,692 | 1425 -370 -20.6% | 58% | : 65% | 7.6%
Marion County . 1,377 | 1,621 1414 | 37 | 27% | 56% | 2.9% | 4.0%

|Grundy County 403 | 251 470 &7 16.6% | 1.9% 0.9% | 3.6%

‘Sequatchie County | 628 677 | 940 | 312 49.7% | 87% 36% | 4.3%
Bledsoe County | 545 | 324 | 502 | 43 7.9% | 2.0% 18%  1.8%

{Rhea County ‘ 1629 | 1,545 | 1,587 42 | 26% | 63% |  4.0% 6.4%
Meigs County 401 | 389 | 722 321 | 80.0% | 29% | = 0.8% 2.4%
McMinn County | 710 | 23 | 883 | 127 | 47.9% | 23% 1.4% 8.4%
Polk County | 236 290 277 | A1 17.4% | 1.1% EO18% | 24%

|
| OutOfArea | | !' — 27.9%
; Total | 27,047 | 24745 | 25279 | -1,768 | -6.5% | 100.0% 100.0% 100.0%

The total of Linear Accelerator treatments for the service
area has decreased by 6.5% between 2011 and 2013. Patient
origin data shows that Hamilton County accounts for 68.7%
of Linear Accelerator treatments but only 59.1% of
inpatient admissions. Also, McMinn County accounts for
2.3% of Linear Accelerator treatments and 8.4% of inpatient
admissions.

Item 4.A

The information requested was presented on page 33 of
the CON application.
Item 4.B

The table requested is below.

Erlanger East Hospital — Linear Accelerator
CON Application - Supplemental Information -- Page 10 12/17/14 3:19 PM
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i . 10 County Tennessee Service Area Rates
|
!
' |HSDA LinAc LinAc == Rates 2005-2009 =
2014 iTreatments Treatments Cancer @ Cancer
County Population - 2013 Per 1,000 Incidence Mortality
Hamilton County 347,451 | 17,359 4996 4820 = 180.0
Bradley County 103,308 1,425 13.79 | 438.3 187.6
{Marion County 28,556 | 1,414 49,52 . 520.4 242.6
Grundy County | 13,355 | 470 35.19 487.8 203.7
Sequatchie County 15,019 940 62.59 393.5 ¢ 2235
'Bledsoe County 12,641 | 502 39.71 . 418.2 162.5
Rhea County 33,392 1,587 4763 599.7 214.5
'Meigs County 12,205 722 59.16 483.6 177.7
McMinn County 52,233 | 583 11.16 437.4 195.1
[Polk County 16,604 277 16.68 475.0 222.8
| R _
Total - Sve. Area 634,764 | 25279 39.82 477.3 189.9
i
Tennessee 6,588,698 @ 361,834 54.92 476.8 199.8

1.) Population data from TDOH population estimates.

2.) Linear Accelerator treatment data from HSDA.

3.) Cancer incidence and mortality data from TDOH
report “Cancer In Tennessee — 2005-2009".
Please note that this report does not contain
the most recent 3 consecutive years of data.

** NOTES -

11.) Section C, Need, Item 5.

The table of linear accelerator utilization trends of
existing providers in the service area is noted.
Please add columns to the table that identify (1) each
hospital’s mileage from Erlanger East and (2) #
procedures by residents of the 10 county TN service
area for each provider for each of the periods shown
(please contact Alecia Craighead, Stat IIT, for
assistance with data from the HSDA Equipment Registry
for this response).

Please complete the table below for the utilization of
existing linear  accelerators in the 10 county
Tennessee portion of the service area using data from

the HSDA Equipment Registry.

10-County TN Service Area Historical Utilization
Facility | # Units | 2011 2012 2013 % 2013 txs per unit
procedures | Procedures | procedures | Change |as a % of 7688
"11-13 optimal standard

Erlanger East Hospital — Linear Accelerator
CON Application - Supplemental Information -- Page 11 12/17/14 3:19 PM
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10 County TN
Service Area

EMC Main

Campus

EMC as a % of

Providers

Response

The table of Linear Accelerator utilization has been
revised as requested to show distance from Erlanger East
Hospital and procedures by residents of the 10 county
service area.

|EHS ~ Analysis Of Linear Accelerator Utilization In Southeast Tennessee

_A_\ru‘ Proc's

i No. OF Total
County Type | Facility Name Year | Lin Ac's | Treatments| PerUnit East Hospital | Svc. Area
TS [ S ; [ il J— .
Hamilten HOSP | Erlanger Medical Center 2011 | 20 8,837 | 4419 9.4 Miles 7,089
HOSP  Memorial Huspital 2011 30 1987 | 6399 86 Miles
HOSP _|Parkiidoa Medies) Cenler —= S | 20 | afrz ¢ 8% 6.3 Miles
RAD__ [Cleveland Replonal Gancer Center 2011 | 1.0 5,327 5,327 221 Miles
ASTC  Alhens Regional Cancer Cenfer 1 | 1D 3,035 3,035 49.5 Miles
|
Total >>o0> Y] 40,058 4451 25314 |
|
Harnillon nger Medical Cantar amz | 20 i G4Miles | 782 ]
Hesrmiften Memarial Hospital 2012 3.0 | B.6 Miles 11,
Hamilton ‘Parkridge Med; 24 ? 8.3 Mites 3721
Bradley 1.0 | fifles | 188
Mchinn 10 AdbMles | 84|
Total >>>>> 9.0 36285 | 23144
..... |
Hailtan 20 94Mies | 7676
Hamilton  HOSP 30 __ BBMies | 12839
Harriiton SE 2,0 L 47 8.3 Miles 2822
Bradley ; 1.0 5,473 | 5,473 22 1 Miles
McMinn ASTC  Athens Reglonal Cancer Canter 1.0 2782 | 2732 49,5 Miles
Total >>>>> g0 | 38181 4,239 | 25asr

** Note — Per data received from Alecia Craighead at HSDA,
Cleveland Regional and Athens Regional Cancer Centers
were not listed for 2013.

The table for Linear Accelerator utilization showing
Erlanger as a percentage appears below.

“|" | |10 County Tennessee Service Area Historical Utilization

.......... N ==== Total Procedures = _|_%Change 2013 Trmts. Per
Facility 2011 | 2012 2013 | 2011-2013 Unit As % Of Std.
Facility -t | _ . 2012 201, A4 2000 S 200 LD :
| 10 County Senice Area .= 9 | | 40,058 36,285 38,151 4.8% 55.1%
| EMC Main Campus | 2 | | 887 | 9516 9,519 L TT% 61.9%
| EMC As % Of Providers | 22.2% 221% | 26.2% 25.0% 3% 112.3%
12.) Section C, Need, Item 6 Applicant’s Utilization).

Erlanger East Hospital — Linear Accelerator
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Review of the JAR of EMC’'s radiation therapy-linear
accelerator utilization revealed discrepancies with
HSDA Equipment Registry records. For example, the 2011
JAR reflects 1,059 inpatient procedures plus 18,582
outpatient procedures for a total of 19,641 radiation
therapy procedures compared to +the 8,837 total
procedures that were reported by the applicant to HSDA
for +the ©period. The differences in the  total
utilization by year between the JAR and HSDA data is

noted below:

Comparison of Annual Radiation Therapy Procedures by Reporting Source

Source 2011 2012 2013

HSDA Equipment | 8.837 9,516 9,519
Registry

Applicant’s JAR 19,641 24,303 24,090
Patients —JAR only Not reported 916 640
Estimated average # | Notreported 28 per patient 38 per patient
procedures/patient

(JAR only)

Please explain what accounts for the difference in the
utilization between what EMC reported to TDH and HSDA.
In your response, please also identify and describe
what patients can expect for a typical course of
treatment such as 38 treatments per patient for a
general course of treatment in a given year, 28 per
patient for IMRT, etc.

The general utilization for Erlanger Medical Center is
noted. However, ©please respond to the dgquestion
specific to for projected utilization linear
accelerator services by completing the table below.

Historical and Projected Linear Accelerator Treatments

Location of | 2012 2013 2014 Year1 Year 2 % Change
Unit (estimated) "11-Year 2
EMC Main

Campus -
Erlanger East

Hospital

Total

As a % of
7,688 optimal
capacity /unit

Response

Erlanger East Hospital - Linear Accelerator
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The data that have been reported on the Joint Annual
Report for many years 1s inclusive of volumes for various
support functions to the radiation therapy program such as
CT Simulator, etc. The data reported on the Medical
Equipment Registry is also understated. The correct number
of Linear Accelerator treatments appears in the table below
for 2012, 2013 and 2014. With this information, it may be
seen that the number of treatments per patient above is not
correct. For purposes of this CON application we have
planned an average of 22 treatments per patient.

The table reguested is below.

| f | Estimated % Change |

lL.ocation Of Unit 2012 | 2013 2014 Year 1 Year2 2012-Year2|
Erlanger Medical Center| 10,134 9,934 | 9,559 5,654 5830 | -42.5%
Erlanger East Hospital = 4,950 5,500 100.0%
Total 10,134 9,934 | 9,559 10,604 | 11,330 | 11.8%
As % Of 7,688 Optimal |  65.9% 64.6% | 622% | 69.0% | 73.7% 11.8%

13.) Section C, Economic Feasibility, Item 1
(Project Cost Chart).

The filing fee is short by $2.00. Please revise the
chart and submit a replacement page. Please also remit
the additional $2.00 with your response.

Proposed 1linear accelerator unit - the following
definition regarding major medical equipment cost in
Tennessee Health Services and Development Agency Rule
0720-9-.01 (13) (b) states Y The cost of major medical
equipment includes all costs, expenditures, charges,
fees, and assessments which are reasonably necessary
to put the equipment into use for the purposes for
which the equipment was intended. Such costs
specifically include, but are not necessarily limited
to the following: (1) maintenance agreements, covering
the expected wuseful 1life of the equipment; (2)
federal, state, and local taxes and other government
assessments and (3) installation charges, excluding
capital expenditures for physical plant renovation or
in-wall shielding.”

Erlanger East Hospital — Linear Accelerator
CON Application - Supplemental Information -- Page 14 12/17/14 3:19 PM
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Is the $5,351,093 fixed equipment cost listed in Line
A.7 of the Project Cost Chart consistent with this
Rule? 1In your response, please provide a breakout of
the key cost items of the fixed unit that apply to the
project. If not, please make the necessary equipment
cost adjustments and submit a revised Project Cost

Chart.

Response

The remaining CON application fee of $ 2.00 is
enclosed along with a revised Project Cost Chart. The
service costs for the first 5 years have been included in

the Project Cost Chart as per Agency rule.

14.) Section C, Economic Feasibility, Item 4 (Historical
& Projected Data Charts).

Given the hospital’s satellite facility status wunder
EMC’s consolidated license and EMC’s plans to continue
operation of a linear accelerator at the main hospital
campus, please also provide a Projected Data Chart for
the hospital’s radiation therapy service as a whole
(note: the requested Projected Data Chart would
identify the utilization and financial performance
based on EMC’s 2 linear accelerator units at both

locations) .

Please identify other expenses by completing the
following table for both the Historical and Projected
Data Charts provided on pages 42 and 43 of the

application.
OTHER EXPENSES
OTHER EXPENSES CATEGORIES Year Year
1. $_ $_
2 S -
3. — -
4. _
5.
6.
7. .
Total Other Expenses $ $

Erlanger East Hospital — Linear Accelerator
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Response

The detail for other expenses on the Historical Data
Chart for Erlanger Health System is attached to this
supplemental information. The detail for other expenses on
the Projected Data Chart for years 1 and 2 of the project
consists solely of service contracts related to the Linear

Accelerator and other equipment.

The Projected Data Chart for the entire radiation
therapy program at Erlanger is attached to this
supplemental information.

15.) Section C, Economic Feasibility, Question 5.

The average gross charge, average deduction and
average net charge of EMC is noted. However, please
identify for the radiation therapy service of EMC as a
whole and complete the table below.

Average Gross Charge Trend, EMC Radiation Therapy Service

Year # Linear EMC Average | Average gross
Accelerator Radiation Gross charge per
Units Therapy Revenue treatment
Treatments (charges)
2011 2 8,837 $9,526,460 $1,078
2012 2 9,516 $9,351,036 $983
2013 2 9,519 $7,999,663 $840
% Change "11- NC +7.8% -16% -22%
13
2014 2
(estimated)
2015 2
(projected)
Year 1* 2
Year 2 2
% Change
‘14-Year2

*Note: Year 1 includes treatments and total gross revenues for both of EMC's linear
accelerator units (1 at EMC main campus and 1 at Erlanger East satellite hospital)

Response

Erlanger East Hospital — Linear Accelerator

CON Application - Supplemental Information -- Page 16 12/17/14 3:19 PM



SUPPLEMENTAL #1
December 18, 2014
10:15 am

The data that have been reported on the Joint Annual
Report for many years is inclusive of volumes for various
support functions to the radiation therapy program such as
the CT Simulator, etc. The data reported on the Medical
Equipment Registry is also understated. The correct number
of Linear Accelerator treatments appears in the table below
for 2012, 2013 and 2014. With this information, it may be
seen that the number of treatments per patient above is not
an accurate representation. For purposes of this CON
application we have planned an average of 22 treatments per
patient.

The table requested is below.

|Average Gross Chéige Trend - EMC Ra&iation _ﬁiérqpy Service

No. of . EMC Rad. Average Avg. Gross

| Linear Accel. Therapy Gross Charge Per

Year Units | Treatments  Revenue Treatment
2011 2 9,756 10,187,232 | 1,044
2012 2 10,134 9,856,589 973
2013 2 19,934 8,225,632 828
% Change - 2011-2013 | 1.8% -19.3% | -20.7%
2014 - Estimated 2 9,559 9,595,231 | 1,004
2015 - Projected 2 9,747 10,079,568 | 1,034
Year 1 2 10,604 11,294,783 1,065
Year 2 2 11,330 12,430,119 . 1,097

As an explanation for the decrease in the average
charge per treatment between 2011 and 2013, it should be
noted that Erlanger monitors it’s charge master file prices
agalinst comparative databases and there has been a decrease
in the gross charge amounts for radiation therapy services.
Some of the hospitals in this benchmark data set have seen
a decrease in the prices for radiation therapy services.

16.) Section C, Economic Feasibilty, Questions 6. A and B.

Item 6.A - Please respond to this question specific to
the proposed linear accelerator service. In your
response, please identify fees for specialized
procedures for this service such as IMRT.

Erlanger East Hospital — Linear Accelerator
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Item 6.B - Please also compare the proposed Gross
Charges per Treatment by quartiles for using the
following table:

Gross Charges per Procedure/Treatment

By Quartiles

YEAR = 2013
Equipment Type 1st Quartile Median 3rd Quartile |
Linear Accelerator $913.94 $1,113.33 $1,521.69

Source: Medical Equipment Registry — 9/25/2014

Response

ITtem 6.A

The list of patient charges for the radiation therapy
service at Erlanger Medical Center is attached to this
supplemental information. It is expected that these same
charges will be applicable to the radiation therapy service
at Erlanger East Hospital. Applicant does revise it’s
patient charge structure on a periodic basis (i.e.- usually
annually) during the budget cycle each fiscal year.
However, applicant does not anticipate any changes to
existing patient charges specifically as a result of this

project.
Item 6.B
The comparison of the average gross charge per

treatment for 2013 is below.

l Radiation Therapy Charge Quartile Placement For 2013

Avg. Price | Quartile
Facility _ Per Proc. Placement
\Erlanger Medical Center 840 1st Quartile
!Memorial Hospi@ 1,494 ' 3rd Quartile
Parkridge Medical Center 1,458 3rd Quatrtile

17.) Section C, Economic Feasibility, Question 7.

Please also respond to this question specific to the
proposed Radiation Therapy service.

Erlanger East Hospital — Linear Accelerator
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Response

As demonstrated by the Projected Data Charts submitted
with this CON application,.the radiation therapy service at
Erlanger has a positive financial result in both year 1 and
year 2 after implementation of the project. The project
will be financially feasible and cost effective.

18.) Section C, Economic Feasibility, Item 9.

It appears the combined amount of projected gross
operating revenue for Medicare and TennCare is
approximately 55.6% of total projected gross revenue
in Year 1. Please identify the dollar amount and
percentage of total projected gross operating revenue
anticipated by each payor source for Year 1 of EMC’s
radiation therapy service in the table below (note:
the projected payor mix should be based on 2 units in
operation -1 at EMC’s main campus & 1 at Erlanger

East) .
EMC'’s Radiation Therapy Service Payor Mix, Year 1
Payor Source 2014 EMC Gross Year 1 EMC
Revenue Projected Gross
(as a % of total) Revenue
(as a % of total)

Medicare R
Tenncare

Managed care
Commercial

| Self-Pay
Other
Total -

Please indicate how medically indigent patients will
be served by the project. In your response, please
identify the number of patients or procedures to be
provided as charity in Year 1 of the project.

Response

The table requested is below.

Erlanger East Hospital — Linear Accelerator
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IEM C's Radiation Therapy Service Payor Mix - Year 1

Year 1 EMC
2014 EMC Projected Gross
Gross Revenue | Revenue

 Payor Source  (As %Of Tofal) ' (As % Of Total)

Medicare 52.2% _ 43.1%
|TennCare 12.6% 12.4%
'Managed Care 11.5% _ 15.3%
‘Commercial 17.2% ; 22.6%
'Self-Pay 2.0% | 2.2%
Other 4.5% 4.4%
Total 100.0% 100.0%

The number of radiation therapy procedures for charity
care in year 1 is estimated to be approximately 180. Of
the 217 patients that originate from East of Chattanooga,
approximately 8 are estimated to be medically indigent and
they will be served as any other patient, regardless of

ability to pay.

19.) Section C, Economic Feasibility, Items 10 and 11.

Item 10 - in comparing the Historical Data Chart to
the Operating Statement on page A-107, it appears
there is a difference of approximately $19 million in
Net Operating Revenue for the period ending June 30,
2014 indicating that the applicant’s net operating
income may be overstated for the periocd. Please
explain by discussing what accounts for the
differences between the financial performance data.

Item 1ll- Given the average utilization of EMC’s 2
existing units at approximately 50% or less of the
optimal wutilization for 1linear accelerators coupled
with Erlanger East’s close proximity to EMC’s main
campus (less than 10 miles) please discuss why simply
replacing the outdated unit at the main hospital may
not be a practicable alternative.

Response

The net operating revenue between the Historical Data
Chart and the audited financial statements is reconciled

below.

Erlanger East Hospital — Linear Accelerator
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$ 618,531,945
591,982,596

[5 26,549,349

s 26,429,529
119,820

5 26,549,349

The issue of access is more than a question of simple

distance. While the distance is less
actual time to drive that distance is
minutes. This time is prohibitive to
must make this journey over the course of 6 weeks,

than 10 miles, the
approximately 23-25
some patients who

or more.

Further, the radiation therapy center at Erlanger East
Hospital is planned to be part of a full service cancer
treatment center that can provide concomitant therapy

(i.e.-both chemotherapy and radiation therapy)

patient who need such intervention.

to those

20.) Section C, Contribution To Orderly Development,

Items 1 and 3.

ITtem 1 list of transfer agreements in
Attachments A-24 through A-27 is noted. However, some
agreements approximately 5 providers expired

within the last 90 days.

with these providers.

Item 3 -

Please clarify the status

Please provide the proposed staffing pattern

for all employees of EMC’s radiation therapy service
in Year 1 of the project and compare to the staff
salaries/prevailing wage patterns of similar personnel

in the service area. Also, please provide the
reference for the area wide wages.
Position Title FTEs . Proimsed | Total FTES Average Area-wide
Main FTEs Erlanger Wage Average
Campus East Wage
Total
Response
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A current list of patient transfer agreements is
attached to this supplemental information.

The proposed staffing pattern for both radiation
therapy locations in year 1 of the project, is as follows.

FTE's Proposed FTE's  Total | Average = Area-Wide

Position Main Campus Erlanger East FTE's Wage Average Wage
Unit Admin. Assistant 2 2 4 13.77 12.81
Ph.D. - Medical Physicist 1 1 99.87 88.85
Doimetrist, Certified 2 1 3 54.18 49.60
Radiation Technologist 2 2 4 24.99 32.83
|Simulator Technologist 1 1 2 34.85 32.83
Dietician, Clinical 1 1 18.87 25.00
|Physicist _ | _ 1 1 73.23 78.38
'Radiation Therapist, Lead 1 30.99 32.76
RN - Staff Nurse 1 1 2 24.95 28.02
Total 1 8 19
** NOTES - The source of the market area wage rates is from

the 2014 Hay Group Salary Survey.

21.) Section C, Contribution To Orderly Development,
Item 7.c.

There was no plan of correction for the deficiencies
noted in the 5/13/2014 survey by TDH, nor was there a
copy of an acceptance letter submitted as noted in the

application. Please explain.

Response

A copy of the updated survey along with the Plan of
Correction is attached to this supplemental information.

22.) Section C, Orderly Development, Item 8.

The applicant has responded N/A to items 8 and 9.
Please provide a narrative response addressing the

question.

Response

Erlanger East Hospital — Linear Accelerator
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Item 8

As the Chattanooga-Hamilton County Hospital Authority
is a governmental unit of the State of Tennessee, there are
not any individual owners of the hospital. As such, this

question is not applicable.

Item 9
As the Chattanooga-Hamilton County Hospital Authority

is a governmental unit of the State of Tennessee, there are
not any individual owners of the hospital. As such, this
question is not applicable.

23.) Outstanding Project Update.

A brief two to three sentence update will be
appreciated regarding the progress on the
implementation of the following projects:

CN1307-027A -initiation & acquisition of PET/CT unit
at EMC main campus

CN1207-034A-Renovation, upgrade and modernization of
adult operating rooms and addition of 4 ORs
CN0405-047A - Erlanger East Expansion

CN1012-056A. - Erlanger North Conversion of 30 acute
care beds to 30 skilled nursing beds & dinitiation of
skilled nursing services

Please include where the project currently stands
(i.e., what phase) in the implementation process, when
the projected is expected to be completed and the
expiration date of the Certificate of Need.

Response

CN1307-027A - We have reported to HSDA that this
project i1s complete. We are preparing to file
a completion report. The CON expires December,

2016.

CN1207-034A - We have reported to HSDA that this
project has been under continuous construction
since approved. No budget issues are
contemplated at this time and we expect to
complete the project prior to expiration of the
CON. The CON expires November 1, 2015.

Erlanger East Hospital — Linear Accelerator
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CN0405-047A - We received approval to extend this
project from HSDA until 2016. We provided
documentation that financing is complete. Plans
are in process of being finalized for the next
phase of work. We expect to complete the project
in November, 2016. This CON expires December,
2016.

CN1012-56A - We reported to HSDA that we identified
a cost effective alternative to implementation
of the project and returned the CON to HSDA.
The CON expired November 1, 2014. The CON was
returned to HSDA on August 19, 2014.

Erlanger East Hospital — Linear Accelerator
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AFFIDAVIT
STATE OF TENNESSEE l
|
COUNTY OF HAMILTON |
NAME OF FACILITY Erlanger Medical Center
iL,, Joseph M. Winick , after first being duly

sworn, State under ocath that I am the applicant named in
this Certificate of Need application or the lawful agent
thereof, that I have reviewed all of the supplemental

information submitted herewith, and that it is true,

accurate, and complete.

[§
SIGNATURE—

SWORN to and subscribed before me this ‘QS of

December , 2014 , a Notary Public in and for the
Month Year

State of Tennessee, County of Hamilton.

Shadud Ha o g

NOTARY PUBLIC

My (oiitiigsion expires June 9 , 2018 .
\(\ {-,UA H,q(( %, (Month / Day)

. NOTARY |
%, PUBLIC Ty
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UnitedHealthcare,
Erlanger upbeat

on solving contract

disagreements

BY KATE HARRISON BELZ

STAFF WRITER
UnitedHealthcare and
Erlanger Health System may
be showing signs of holi-
day cheer. The icy standoff
between the insurer and the
hospital may be thawing.

After a months-long
standoff and a week of nego-
tiations, the insurer and the
hospital struck an upbeat
tone about their likelihood
of reaching an agreement on
both their TennCare insur-
‘ance contract, which was

_terminated in October, and
their commercial contract,
which was set to expire at
the end of this month.

“We continue to make
progress-on.a rengwed cort-
tract with Brlanger and are
optimistic we will be able
to continue their participa-
tion in our network,” United
spokesman Daryl Richard said.

Erlanger vice president of
payer relations Steve John-
son gstruck a similar note.
“We've had productive dis-
cussions and we're optimis-

tic that we'll be able to reach
an agreement,” he said.

The words are a stark
change in tone for both par-
ties. Erlanger has repeated-
ly said that United offered
“unreasonably” low rates,

and that the insurer has a :

history of payment prob-
lems. United, meanwhile,
has said the hospital walked
away from fair offers.

The stalemate has caused
turmoil for families on Tenn-

. Care, and for employers
unsure about whether their

employees would have access

to the area’s largest hospital

after the first of the year.
The tidings of a potential
retmion are welcome to peg:
ple like Soddy-Daisy resident
Amy Skiles, 27, who launched a
social media campaign decry-

~ing the fact that she and hey
‘two children have not been

able to get much-needed care.

Skiles and her children,
ages 10 and 11, are on Tenn-
Care’s UnitedHealthcare
plan. The mother has back
problems, one of her chil-
dren has epilepsy and anoth<

er needs foot surgery. Buf

none can be treated by their

See CONTRACT » A4
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doctors or by the region’s
only children’s hospital,
T.C. Thompson Chil-
dren’s Hospital at Erlanger,
because the hospital is no
longer in United’s Tenn-
Care network.

“No oné should have
to worry about their chil-
dren’s access to health
care like this,” Skiles said.
She has posted complaint
after complaint to the
insurer’s Facebook page.

Dr. Pete Kelley, a pedi-
atric surgeon with Uni-
versity Surgical Associ-

ates, said doctors in his
practice have had to refer

-patients to hospitals in

Nashville and Knoxville
for treatments they should
bave been able to get at
Erlanger.- .

But he said he' under-
stands Erlanger’s position.
University Surgical has
been embroiled in its own

. tense negotiations with

United after deciding to
terminate all contracts
with the insurer this fall.
“I would like to be able
t0 see any patient, I'would
like for them to be able to
go to any hospital. But I
know Erlanger has to look,
out for its financial viabil-

ity,” Kelley said. “I would
hope they could come to.
terms about United, but I
understand if they can’t.
We still have our own
issues with them.”
While Skiles said she is
encouraged by the possi-
bility of a breakthrough,
she is going to continue
fighting for access to the
hospital until her family
and other families see it
restored. ' .
“Until this is rectified, I.
will continue to make our
voites heard,” Skiles said.
Contact staff writer -
Kate Harrison Belzat. '

kbelz@timesfreepress.com
or 423-757-6673. .
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UnitedHealthcare, Erlanger tout new
partnerships

December 11th, 2014 * by Kate Harrison Belz  in Business . Read Time: 1 min. ,

, |

timesfreepress.com

UnitedHealthcare, Erlanger tout new partnerships

As the standoff between Erlanger Health System and UnitedHealthcare continues, both are
turning to an age-old breakup ploy: Bragging about their new partners.

On Wednesday, United touted an “expanded"” partnership with Erlanger’s rival CHI Memorial
Health Care System.
The new partnership means Memorial will now be in-network for patients who have

Medicaid and Dual Eligible Special Needs Plans through United. People with United
coverage that is employer-sponsored, individual or Medicare Advantage already had access

to Memorial.

Meanwhile, Erlanger has lauded its own new partnership with United's competitor,



12/11/2014 UnitedHealthcare, Erlanger tout new partnerships | Times Fgaij‘ﬁr’ LEME NTAL #}.1_
Amerigroup, which will add Erlanger to its TennCare and Medicare—eggaér}.t‘ CNR9gTa e
starting Jan. 1. 10:15 am ’

Erlanger went out of network with United’s Medicaid plan in October. Hospital officials
claimed they had to take a stand after United made a pattern of offering unfair

reimbursement rates.

Meanwhile, United has said that Erlanger has refused a fair deal, and is holding patients
hostage in its negotiations.

The hospital has said that if an agreement about the Medicaid reimbursements cannot be
made, that it will terminate its commercial contracts with United as well. That contract is set

to expire Dec. 31 if the two parties do not reach an agreement, which could impact
thousands in the Chattanooga area whose employers area offer United insurance.

The feud has been especially disruptive for families with children, as Erlanger is the area's
only children’s hospital, and for older patients who are insured through TennCare CHOICES
supplemental insurance, like a program offered through the AARP.

In statements about their respective new partnerships, both Erlanger and United made the
point to praise the “collaborative” and “fair” natures of their new partners.

“CHI Memorial has been a collaborative network partner and is an important, local provider
of health care services,” Rita Johnson-Mills, president of UnitedHealthcare’s Community Plan
in Tennessee, said in a prepared statement.

Meanwhile, Erlanger CEO Kevin M. Spiegel said of the agreement with Amerigroup: “In this
rapidly changing healthcare environment, fair partnerships with insurance companies are
vital to sustaining high-quality, cost-effective care.”

Contact staff writer Kate Harrison Belz at kbelz@timesfreepress.com or 423-757-6673.

Read next article

' Covenant boosts earnings outlook
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PROJECT COST CHART
Construction And Equipment Acquired By Purchase.
1. Architecural And Engineering Fees 181,542
2. Legal, Administrative, Consultant Fees 0
(Excluding CON Filing Fees)
3. Acquisition Of Site 0
4. Preparation Of Site 0
5. Construction Costs 3,265,900
6. Contingency Fund 525,822
7. Fixed Equipment (Not Included In Construction Contract) 5,215,270
8. Moveable Equipment (List all equipment over $ 50,000) 135,823
9. Other (Specify) _Technical. Signage, Environmental, etc. 1,184,560
Acquisition By Gift, Donation, Or Lease.
1. Facility (inclusive of building and land) 0
2. Building Only 0
3. Land Only 0
4, Equipment (Specify) 0
5. Other (Specify) 0
Financing Costs And Fees.
1. Interim Financing 0
2. Underwriting Costs 0
3. Reserve For One Year's Debt Service 0]
4, Other (Specify) 0
Estimated Project Cost (A+B+C) 10,508,917
CON Filing Fee 23,645
Total Estimated Project Cost (D+E) 10,532,562
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Criteria For Construction, Renovation, Expansion &
Replacement Of Health Care Institutions

1.) Any project that includes the addition of beds,
services, or medical equipment will be reviewed under
the standards for those specific activities.

Response

Any applicable specific standards were addressed in
the CON application.

2.) For relocation or replacement of an existing licensed
health care institution:

a.) The applicant should provide plans which include
costs for both renovation and relocation,
demonstrating the strengths and weaknesses of
each alternative.

b.) The applicant should demonstrate that there is an
acceptable existing or projected future demand
for the proposed project.

Response

These criteria are not applicable because we are not
relocating or replacing an existing licensed health care
institution.

3.) For renovation or expansions of an existing licensed
health care institution:

a.) The applicant should demonstrate that there is an
acceptable existing demand for the proposed
project.

Response

Erlanger Medical Center has a need to replace a
seventeen (17) year old Linear Accelerator and relocate it
to Erlanger East Hospital to foster ease of patient access.
The relocated Linear Accelerator will be part of a
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satellite cancer center which already provides service at
Erlanger East Hospital. With the implementation of this
project the Oncology Department at Erlanger East Hospital
will be a full service provider of Oncology services.

The relocation of the Linear Accelerator is
justified because an analysis of patient origin for the
Radiation Oncology service at Erlanger Medical Center shows
that of the 482 patients served in 2013, 349 patients (i.e.
72.4%) originated from 10 counties in Southeast Tennessee
as well as some counties in Northeast Alabama, Northwest
Georgia and Southwest North Carolina. Further, the
analysis shows that 217 patients originated from points
East of Chattancoga and the remaining 265 patients
originated from points West of Chattanooga. The relocation
of the Linear Accelerator to Erlanger East Hospital will
provide better access to this service for patients due to

its better proximity in that geography.

Following is a table which outlines the patient origin
for the radiation therapy service at Erlanger Medical

Center in 2013.

EHS - Radiation Oncology Service
Patient Origin - 2013

Total % EHS East Of % Of
Erlanger Pt Origin Chattancoga  Total
Hamilton County, TN 231 47.9% 97 44.7%
Bradley County, TN 28 5.8% 28 12.9%
Marion County, TN 18 3.7% 0.0%
Grundy County, TN 4 0.8% 0.0%
Sequatchie County, TN 18 3.7% 0.0%
Bledsoe County, TN 7 1.5% 0.0%
Rhea County, TN 26 5.4% 0.0%
Meigs County, TN 5 1.0% 0.0%
McMinn County, TN 5 1.0% 5 2.3%
Polk County, TN 7 1.5% 7 3.2%
Other 133 27.7% 80 36.9%
Total - EHS 482 100.0% 217 100.0%

We expect that there will be an average of 22
radiation treatments per patient with the following

volumes.

Year No. Patients No. Treatments
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1 225 4,950
2 250 5,500
3 265 5,830
4 285 6,270
5 305 6,710

A map showing the primary and secondary service areas
was provided with the CON application.

b.) The applicant should demonstrate that the existing
physical plant’s condition warrants major
renovation or expansion.

Response

The physical plant at Erlanger East Hospital does
not currently have a vault and shielding necessary for a
Linear Accelerator, therefore, this infrastructure must be
added to support the proposed radiation therapy service.

[ End Of Responses To Criteria For Construction, Renovation, Expansion
& Replacement Of Health Care Institutions - 2000, page 23. ]



Erlanger Health System -- Other Expenses

Purchased Services

Utilities
Drugs

Insurance and Taxes

Purchased Services

620142 Restricted Fund Expense
620252 Physician Fees
620302 Consuiting
620322 Legal Fees
620332 Audit Fees
620352 Architect & Eng Fees
620492 Time & Mat Contract
620502 Dietary
620522  Unscheduled Maint
620010 Plz Surgery Minority Interesy
620523 CUC Delivery/Vehicle Expense
620532 Advertising
620542 Purchased Services
620562 Purchased Maint
620572 Freight Charges
620573 CUC Penalties
620574 CUC Late Fees
620582 Coflection Fees
620602 Lab Qutside Fees
620622 Computer Services
620682 Micro Maint
620692 Equipment Rental
620792 Contracted Services
620892 Membership & Dues,
620902 Special Classes
620912 Licenses & Fees
620922 Development Costs
620932 Professional Education
620933 CUC Meals & Entertainment
620952 Local Travel
620953 CUC Field Trip Expense
620982 Business Courtesy
621182 Asbestos Expense
621202 Recruiting
621272 Resident Education
621532 Public Relations
621972 Patient parking
622002 Med/Prof Housing Expense
Utilities
640702 Billed Utilities
640712 Electricity
640722 Gas
640732 Water
640742 Oil
640752 Storm Water Fees
640882 Telephone
Drugs
630403 Drugs
Insurance and Taxes
670847 Self Insurance Expense
670857 - Insurance
680878 ‘CUC Taxes - Sales

680880

Gross Receipts Tax

2012
102,702,749
9,757,309
32,551,755
4,467,158

102,702,749
237,126
20,113,740
1,668,100
1,869,626
211,360
123,174
3,659,430
516,296
3,374,335
-149,843
31,248
2,198,138
31,214,122
3,908,269
275,027
2,561
2,000
162,324
3,709,926
4,501,692
95,567
3,246,154
15,797,297
1,398,184
10,365
1,175,538
45,716
1,059,982
9,910
315,197
9,764
34,226
31,350
634,222
311,609
474,619
186,556
237,341

9,757,309
-412,326
6,111,788
1,552,861
1,050,175
10,816
53,048
1,390,947

32,551,755
32,551,755

4,457,158
1,686,257
2,605,711
11,966
73,224

2013
111,584,374
9,736,115
32,921,513
2,198,654

111,584,374
76,633
20,510,257
8,018,102
2,393,527
194,406
182,585
3,023,421
621,402
4,687,799

32,607
2,555,479
29,055,253
3,220,291
314,512
1,425
4971
738,913
3,205,690
4,970,519
74,128
3,033,690
18,663,071
1,167,871
27,957
1,281,524
176,338
1,045,961
11,491
323,282
12,657
44,274
128,761
670,202
295,055
487,507
217,813
115,000

9,736,115
-461,257
5,927,593
1,559,592
1,136,971
6,450
39,551
1,527,215

32,921,513
32,921,513

2,198,654
952,825
1,207,188
629
38,012

2014
114,459,641
10,012,328
39,370,552
2,723,124

114,459,641
117,502
20,661,564
1,421,495
3,057,657
189,312
360,654
4,101,893
685,028
5,182,758

17,732
2,490,627
31,846,157
4,115,060
293,794

7,378
904,813
3,257,673
5,156,385
60,533
3,605,722
20,802,740
948,989
45,251
1,379,705
406,179
1,161,763
1,291
287,345
23,799
13,444
63,639
824,569
295,284
271,427
213,034
187,444

10,012,328
576,458
6,124,308
1,848,971
1,195,584
19,507
43,267
1,357,149

38,370,552
39,370,552

2,723,124
704,755
1,971,569
178
46,622

SUPPLEMENTAL #1
December 18, 2014 A _ 1]
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PROJECTED DATA CHART

Give information for the last three (3) years for which complete data are available for the facility

or agency. The fiscal year begins in ___July (Month).
| Year1 | [ Year2 |
A Utilization Data 10,604 11,330
{Specify Unit Of Measure) _Treatments
B. Revenue From Services To Patients
1. Inpatient Services
2, Outpatient Services 12,672,270 13,821,266
3. Emergency Services
4 Other Operating Revenue _
Gross Operating Revenue 12,672,270 13,821,266

C. Deductions From Operating Revenue

1. Contractual Adjustments 8,701,413 9,550,115
2, Provision For Charity Care 128,366 140,887
3. Provision For Bad Debt 339,254 372,344
Tatal Deductions 9,169,033 10,063,346
NET OPERATING REVENUE 3,603,237 3,757,920
D. Operating Expenses
1. Salaries And Wages 1,471,790 1,525,760
2. Physician's Salaries And Wages
3. Supplies 51,234 55,483
4, Taxes
5, Depreciation 1,554,881 1,580,689
6. Rent
7. Interest - Other Than Capital
8. Management Fees:
a. Fees To Affiliates
b. Fees To Non-Affiliates
9. Other Expenses 218,338 575,584
(Specify) _ Senice Contracts -
Total Operafing Expenses 3,296,243 3,737,516
E. Other Revenue (Expenses) — Net
(Specify)
NET OPERATING INCONE (LOSS) 206,994 20,404
F. Capital Expenditures
1. Retirement Of Principal
2. Interest
Total Capital Expendituras
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES 206,994 20,404

** NOTE - Erlanger Health System Radiation Therapy Program.
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Charge CPT Primary
Code Description Code Price
40000046 B 6-10 MEV-COMPLEX TREATMENT 77415 575.02
40000051 B 6-10 MEV-INTERM TREATMENT 77408 445.00
40000069 B 6-10 MEV-SIMPLE TREATMENT 77403 382.00
40000077  C 11-19 MEV-COMPLEX TREATMENT 77414 575.00
40000085  C 11-19 MEV-INTERM TREATMENT 77409 445.00
40000093  C 11-19 MEV-SIMPLE TREATMENT 77404 382.00
40000101 D >=20 MEV-COMPLEX TREATMENT 77416 575.00
40000119 D >=20 MEV-INTERM TREATMENT 77411 445.00
40000127 D >=20 MEVY-SIMPLE TREATMENT 77408 382.00
40000135  TX DEVC BLOCK-COMPLEX 77334 818.00
40000143 TX DEVC BLOCK-INTERM 77333 628.00
40000150  TX DEVC BLOCK-SIMPLE 77332 628.00
40000192  TX DEVC-SPECIAL-INTERMEDIATE 77333 628.00
40000226  DOSIMETRY-BASIC 77300 404.00
40000259 DOSIMETRY-TLD 77331 393.00
40000267  TX DEVC - IMMIOBLIZATION 77334 818.00
40000275  INTERSTL APPL-COMPLEX 77778 2790.00
40000283  INTERSTL APPL-INTERMEDIATE 77777 2698.00
40000291 INTERSTL APPL-SIMPLE 77776 2698.00
40000309 INTRACAY APPL-COMPLEX 77763 1125.00
40000317  INTRACAV APPL-INTERMEDIATE 777862 1125.00
40000325  INTRACAV APPL-SIMPLE 77761 1125.00
40000333  [SOPLAN BRACHY-COMPLEX 77328 1626.00
40000341 ISOPLAN BRACHY-INTERMED 77327 1354.00
40000358  ISOPLAN BRACHY-SIMPLE 77326 1084.00
40000366 ISOPLAN TELE-COMPLEX 77315 1061.00
40000374  ISOPLAN TELE-INTER 77310 729.00
40000382  ISOPLAN TELE-SIMPLE 77305 581.00
40000390  ISOPLAN TELE-SPECIAL 77321 1122.00
40000408 LOCALIZATION FILM 77417 139.00
40000416  OCULAR THERAPY 77789 52.00
40000424  PHYSICS-CONT. RADIATION 77336 451.00
40000432  PHYSICS-SPEC. CONSULT 77370 528.00
40000440  SIMULATION, COMPLEX 77290 1682.00
40000457  SIMULATION, INTERMEDIATE 77285 1357.00
40000465  SIMULATION, SIMPLE 77280 864.00
40000606  BRACHYTHERAPY HANDLING 77790 276.00
40000671  SIM-3-D GUIDED 77295 7282.00
40000689  SPECIAL-BRACHYTHERAPRY 77470 1548.00
40000697  SPECIAL-COMBINATION RT/CHEMO 77470 1548.00
40000705  SPECIAL-CONFORMAL MANAGEMENT 77470 1548.00
40000721  SPECIAL-HYPERFRACTIONATION 77470 1548.00
40000747  SPECIAL-STEREOTACTIC RADIOSURG 77470 1548.00
40000754 SPECIAL-TIME CONSUMING PROCEDU 77470 1548.00
40000788 CT GUIDANCE,RAD THERP FLDS 77014 1360.00
40000804  OMNIPAQUE 240 Q9966 4.30
40000820  OUTPATIENT VISIT LEVEL 1 - NEW 99201 135.00
40000838  OUTPATIENT VISIT LEVEL 2 - NEW 99202 178.00
40000846  OUTPATIENT VISIT LEVEL 3 - NEW 99203 245.00
40000853  OUTPATIET VISIT LEVEL 4 - NEW 99204 360.00

40000861 OUTPATIENT VISIT LEVEL 5 - NEW 99205 443.00
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Charge . CPT Primary
Code Description Code Price
40000879 OUTPATIENT VISIT LEVEL 1 - EST 99211 135.00
40000887  OUTPATIENT VISIT LEVEL 2 - EST 99212 178.00
40000895 OUTPATIENT VISIT LEVEL 3 - EST 99213 245,00
40000903 OUTPATIENT VISIT LEVEL 4- EST 99214 360.00
40000911 OUTPATIENT VISIT LEVEL 6 - EST 99215 443.00
40001067 IODINE-125 NON STRND BRACHY SD C2639 0.00
40001083 HDR AFTERLOAD 2-12 CHANNELS 77786 1948.00
40001147 PLANNING IMRT 77301 4287.00
40001125 DELIVERY DOSE IMRT 77418 2215.00
40001133 HDR AFTERLOAD >12 CHANNELS 77787 1948.00
40001141 SRS TREATMENT DELIVERY 77372 6938.00
40001166  VAGINAL RADIOGRAPHIC MARKER 25.00
40001174  RECTAL RADIOGRAPHIC MARKER 25.00
40001224  ECHO GUIDANCE RAD FIELDS 76950 108.00
40001240 BRACHY CATHETERS Cc1728 168.00
40001265  BRACHTHERAPY SOURCE HDR IR 192 C1717 556.00
40001298  CT GUIDED LOC STEREO 77011 856.00
40001307  INS UTERINE TNDM/VAGINAL OVYOID 57155 930.00
40001315  HDR AFTERLOAD 1 CHANNEL 77785 1621.00
40001323 MLC DEVICE(S) IMRT TX 77338 606.00
40001331 INS VAG RAD AFTLD APPARATUS 57156 537.00
40010019  GLUCOSE FINGER STICK 82062 40.00
40010027 VENOQUS PHLEBOTOMY FEE 36415 20.00
40010035  TRANSFUSION BLOOD OR BLD COMP 36430 552.00
40010043  STEREOTACTIC XR GUIDANCE 77421 316.00
40010050  SBRT/FX 1 OR GRTR INC IMG GUID 77373 3313.00

40010068  RESP MOT MGMT SIMUL ADD ON 77293 863.00



Vendor (Other Party)

Alexian Village of Chattanooga
Bledsge Community Medical Center
Blount Memorial Hospital

Brookewood Medical Center
Chattanooga Kidney Centers, LLC and

Chattanooga Kidney Centers 58, LLC and
Chattanooga Kidney Centers North, LLC and
Kidney Center of Missionary Ridge
Chattanooga Rehabilitation Hospital
Columbia East Ridge Hospital

Columbia Indian Path Medical Center
Continuum Care Corporation d/b/a Spring City

Health Care Center
Cookeville Regional Medical Center

Dialysis Clinic, Inc
East Ridge Hospital

East Tennessee Regional Hospitals
Erlanger Bledsoe

Eye Surgery Center of Chattanooga
Fannin Regional Hospital

Fort Sanders Park West Medical Center *
Ft Oglethorpe Nursing Home

Gordon Hospital

Harbin Clinics LLC

Healthsouth Chattanooga Surgery Center

Highlands Medical Center
Jamestown Regional Medical Center, f/k/a

Fentress County Hospital
Jefferson Memorial Hospital
Johnson City Medical Center
Kindred Hospital

LaFayette Health Care

Life Care Center of Chattanooga
Life Care Center of Collegedale
Life Care Center of Red Bank
Marshall Medical Center North
Medical Center of Manchester
Methodist Medical Center
Mountain Creek Manor

Murphy Medical Center
National Health Care of Athens
National Health Care of Fort Oglethorpe

Contract No.

Contract Type

2002.1670C
2002.1430C
2002.1685C
2002.1389C

2002.4023C

2002.2854C
2002.1715C
2002.1714C

2002.1390C
2002.1483C

2002.1508C
2002.1716C

2002.6387C
2002.1461C
2002.4833C
2002.2704C
2002.1539C
2002.1540€
2002.2830C
2002.4420C
2002.1766C
2002.2777C

2002.1750C

2002.1321C

2002.1550C

2002.707C

2002.1317C
2002.1576C
2002.1292C
2002.1254C

2002.1293C

2002.2700C

2002.1388C

2002.1336C

2002.1337C

2002.1608C

2002.1606C

Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement

Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement

Patient Transfer Agreement
Patient Transfer Agreement

Patient Transfer Agreement
Patient Transfer Agreement

Patient Transfer Agreement
Patient Transfer Agreement
Patfent Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patlent Transfer Agreement
Patient Transfer Agreement

Patient Transfer Agreement
Patient Transfer Agreement
Patlent Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patjent Transfer Agreement
Patlent Transfer Agreement
Patient Transfer Agreement

SUPPLEMENTAL #1

December 18, 2014 A - 15

10:15 am

Effective Date

Expiration Date

1/1/1995
6/27/2012
2/7/2001
6/27/2012

10/10/2011
7/25/2012
3/31/1998
1/13/1997

2/1/1999
2/10/2010

3/23/1998
10/22/1996

10/10/2014
10/1/2001
10/23/2014
6/18/2012
10/22/1999
1/12/2012
7/1/2012
10/16/2012
4/13/1999
4/25/2012

5/14/2012
10/22/2004
5/29/2002
10/1/2001
1/31/1995
1/25/1995
1/1/1995
1/1/1995
2/1/2000
4/19/2012
2/6/2002
1/20/1995
4/1/2000
5/15/2012
5/22/2012

Evergreen
6/26/2015
Evergreen
6/26/2015

10/9/2015
7/24/2015
Evergreen
Evergreen

Evergreen
Evergreen

Evergreen
Evergreen

Evergreen
Evergreen
Evergreen
6/17/2015
Evergreen
1/11/2015
Evergreen
10/15/2015
Evergreen
12/31/2014

Evergreen
Evergreen
Evergreen
Evergreen
Evergreen
Evergreen
Evergreen
Evergreen
Evergreen
4/18/2015
Evergreen
Evergreen
Evergreen
Evergreen
Evergreen



Vendor (Other Pariy)

National Health Care of Rossville
National Healthcare of Dunlap

North Jackson Hospital

Northside Hospital

NovaMed Eye and Laser Surgery, Center of
Parkridge Medical Center

Physician Surgery Center of Chattanooga
Redmond Regional Medical Center
Renaissance Rehabilitation

Renaissance Surgery Center

Rhea County Medical Center

Rhea Medical Cénter

Rivermont Convalescent Center

Scott County Hospital

Shepherd Hills Health Care Center
Shriners Hospitals for Chiidren

Siskin Hospital for Physical Rehabilitation
St Barnabas Nursing Home

St Mary's Health System, Inc

Sweetwater Dialysis Center

Tender Loving Care

The Health Center at Standifer Place

The University of Tennessee Medical Center
Vanderbilt University Medical Center
Wellmont Health Systems

Contract No.

Contract Type

2002.1605C

2002.1607C
2002.1599C
2002.1342C
2002.1717C
2002.4267C
2002.4234C

2002.2697C

2002.1363C
2002.5425C
2002.1636C
2002.1634C
2002.1372C
2002.1498C
2002.1385C
2002.1623C
2002.1650C
2002.1594C
2002.2377C

2002.4230C
2002.1306C
2002.1384C
2002.1446C
2002.4049C
2002.1499C

Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement

Patient Transfer Agreement
Patient Transfer Agreement
Patlent Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
Patient Transfer Agreement
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Effective Date

Expiration Date

5/17/2012
6/20/2012
2/1/2000
4/10/1992
6/27/2002
5/18/2012
4/2/2012
1/17/2012
4/26/1990
2/16/2012
9/1/1989
2/6/2002
1/25/1995
1/11/2001
1/25/1995
7/1/2000
2/9/1990
1/25/1995
4/1/2003

6/19/2009
1/1/1995
6/18/2012
5/29/2002
7/1/2008
6/30/2001

Evergreen
6/19/2015
Evergreen
Evergreen
Evergreen
Evergreen
Evergreen
1/16/2015
Evergreen
2/15/2015
Evergreen
Evergreen
Evergreen
Evergreen
Evergreen
Evergreen
Evergreen
Evergreen
Evergreen

Evergreen
Evergreen
6/17/2015
Evergreen
Evergreen
Evergreen
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A000 | INITIAL COMMENTS A 000

On May 18, 2014, investigation of EMTALA
complalrit TN-83779 was completed. Erlanger
Medical Center was found out of compliance with
Requiremeénts for the Responsiblliies of
Medlcare Particlpating Hospitals In Emergenay
Cases 42 CRT Part 489,20 and 42 GFR 489.24,

i
"The adminlstrator was noified via overnight mail T S |
on Novermber 18, 2014 that a 90 day termination ?823_ 24' G ERaanco iy
track would be imposed. The termination date is

Fabruary 16, 2015.
489.20()) COMPLIANCE WITH 489.24 .

The findings ineluded; This

STANDARD is not et as evidenced
by : based on Medical Record review,
review of facility policy, review of
medical staff rules and regulations,
and interview, the facility failed to
provide appropriate transfers for 4

, Dationts (#7, #8, #9, and #11),

A2400 A2Z400

[The provider égrees,] In'the case of a hospital as
defined in §489.24(b), to comply with §489,24,

This STANDARD s not met as evidenced by:
Based on medioal record review, review of faeility
policy, review of Medleal Staff Rules and
Regulatlons, and Interview, the facllity failed to
provide appropriate transfers for four patlents (#7,

#8, #9, and #11),

Plan of Correction Responsibility:
The Chief Medical Officer and the
Chief of Emergency Medicine is

responsible for the corrective action
The findings included: plan and ongoing compliance,

When/How Corvected:
See A2401 section and A2402 for corrective

action plans.

Refer to A-2401 for fallure to report receipt of an
inappropriate transfer. ‘ -

Please refer to A-2402 for fallure to

conspicuously post slgns, Improvement to the Process

See A2401 section and A2402 for
corrective action plans,

Please refer to A-2409 for fallure to provide '
appropriate transfer. '

A2401 489.20(m),HECEIVJNG_ AN INAPPROPRIATE A2401 Tducation:
' TRANSFER ) A2401 section and -A2402 for correciive
action plans.

3

[The provider agrees,] In the case of a hospital as

TITLE (X8} DATE

\B;T)HA RECTOR'S OR OMIDER/SUPPLIER REPRESENTATIVE'S SIGNATUF!E ‘ v ’
%%w CNE CRd N, Blooidive 12 )]

1y deflolenal smm{p‘)&nt ending with an @terisk (%) denctes & deflolency whish the Institution may be excused from correeling providing It ls determined that
ter safeguards.provide suificlopt protection fo the patients. (Seo insfructions,) Exoept for nursing homes, the findings stated above ate disolosable 90 days
lowing the date of survey whather or not a plan of correollon is provided, For nursing homes, the above findings and plans of cotrectlon are diselosable 14
are elted, an approved plan of correotlon fe requlshte to contliued

ys following the date these documents are made avallable to the facillly. 1f deflclencles
gram patrtlolpation,

RM OMS-2667(02-8) Previous Verslons Obsolete Bvent I1D; TVOI14 Facllity ID: TNFE31140 ' If coninuation shéet Page 1 of 34
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CENTERS FOR MEDICARE & MEDICAID SERVICES

(X2) MULTIPLE CONSTRUCTION

(X8) DATE SURVEY

STATEMENT OF DEFICIENGIES (X1) PROVIDER/SUPPLIER/GLIA
AND PLAN OF CORRECTION IDENTIFIGATION NUMBER: A. BUILDING COMPLETED
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A2401 | Continued From page 1 A2401 -
defined In §489.24(b), to report to CMS or the A2401: 489.20(m) Receiving an
.| State survey agency any time it has reason to inappropriate Transfer .
belleve [t may have received an individual who The findings included: This
has been transferred in an unstable emergency STANDARD is not met as evidenced
medical condition from another hospital in by: based on Medical Record review,
violation of the requirements of §489.24(g). review of facility policy, and
interview, the facility failed to report
This STANDARD is not met as evidenced by: receipt of a patient transferred in an
Based on review of facllity policy, medical record | unstable emergency medical conditior
review, and interview, the facllity failed to report from the facility Erlanger East
| receipt of a patlent transferred In an unstable Campus (Hospital #1) to the
emergency medical condition from the faciiity's Hospitals’ primary location (Main
East campus (Hospital #1) o the hospital's Campus- Hospital #2), a distance of
primary location (main campus - Hospital #2), a 10.2 miles, for one patient #7 of 16
distance of 10.2 miles, for one patient (#7) of patients reviewed,
sixteen patients reviewed.
' Plan of Correction Responsibilify; b
The findings included: The Chief Medical Officer and the
Chief of Emergency Medicine is
Review of facility policy titled "Transfers.,.PC.074" responsible for the corrective action
most recently revised in February, 2012, plan and ongoing compliance.
revealed, "...To establish guidelines for When/How Corrected:
transferlrrng patient within a facility, to an Hospital # 1 is within the Erlanger
aftg{natlvg level of. care, or to another aqute care Health System: however this was not
1 faCII[ty while assuring medlcglly appropriate reflected in the EMTALA Transfer
continuity of care and compliance with EMTALA Policy and is now reflected in the
(Emergency Medical Treatment and Active Labor policy draft, A new system wide
Act) regulation...The transferr!'ng physician policy was developed o reflect this
determines the method of patient transport and language and inclusion of current
) i durin .
;tp:ngnz)(#mﬁ of support that will be needed g EMTALA and associated State law.
port... The draft of this policy was reviewed
; o ; by the Medical Executive Committee
EBWE‘W ofa gm";Y ﬂﬂBSd (F ac?'g) East ) on December 1, 2014, The committee, 12/1/2014
mergenciy arviees nonpe o ?rvlces reviewed the policy and requested
revealed, "Origination Date: 8/14" and the additional information. The final |
indicating i . 51
approval date was blank, indicating it had not R ] i [ 1/5/2015 |
been approved by the Medical Staff or the i w.ﬂl bo approved by the Medical
G Executive Committes on J anuary 5,
overning Body. 2015 .
(See attachment # I - Draft
Faclit  EMTALA Transfer Policy) sheet Page 2 of 34

“ORM CMS-2567(02-99) Previous Verslons Obsolete Event ID:TVOI11

(See attachment # 7 — Medical Staff
Executive Committee Meeting
Agenda)
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(X2) MULTIPLE CONSTRUCTION

(X3) DATE SURVEY
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. ) The Lmerpgency Services Scope of
A2401 | Continued From page 2 _ A2401 Services policies (EMS #280 and
Review o]‘ facility policy for the hospital's main ELED #7174.100) were reviewed
campus titled "Emergency Department Scope of and approved to include
Ser'vmes Number: EMS.280" most recently documentation of approval by the
revised In Marchl, 2010, rq\{ealgd, "..An Chief of Emergency Medicine, and
Eme_rgency Mgdlcai andmon is defined as a revision of the staffing model for
medical condition manifesting itself by acute Erlanger Baroness Campus.
symptoms of sufficient saverity .'.auch that the These policies are departmental
absence of prompt an'd appropriate medical policies that are required by all
attentlon could result in...placing the health or departments explaining the scope of
safety of the patient or unborn child in serious the services the dengr
jeopardy...The following conditions are declared “._—Eﬂﬂ&'ﬂ-m
to be emergency conditions by statute and wﬂm
regulation ...pregnancy with contractions me
present...Evaluation, management, and treatment M '
of patients is appropriate and (See aftachment #2 and #10.) 1172412014
expedient...Immediate evaluation and : [
stabilization, to the degree reasonably possible, A new transfer form was developed
will be available for each patient who presents and was approved by the Health
with an emergency medical condition...Patients Information Management Forms
are to be transported to the nearest appropriate Committee on 11/24/14, Tt was sent
ED (emergency department) In accordance with to the Print Shop for print and will be
applicable laws, regulations, and guidelines...All .. ready for distribution by 12/5/2014, 12/52014
,t;?vnsfe:lrs will comply with local, state, and federal | (See attzchment #4)
AL #1)
Education:
Review of an Emergency Reom Log dated April Education will be provided to all
2, 2014, revealed Patient #7 presented to the emergency staff on the new policy
facility's East campus with complaint of Vaginal M—M@—é—w
Bleeding. policy. EMTALA-Provision of On
. Call Coverage Policy , the new
Medical record review of a Triage note dated April EMTALA Transfer Form and the
2, 2014, revealed, "...(6:37 a.m.) Complaint; education al power point
Vaginal bleeding...(6:49 a.m.) Pain level 9 presentation). This mandatory
(0-10)...Quality is cramping. Since education will be distributed in
yesterday...states...is a 'couple weeks notebooks fo each Kmergency
pregnant'...had a miscarriage in Jan (January) Departments in the Erlanger Health
LMP (Last Menstrual Period): 11-15-2013 (history System. All emergency department
of five pregnancies, three delivered ’ staff including physician and
pregnancies)...” physician extenders will be 12/31/2014
FORM CMS-2667(02-99) Previous Versions Obsolete Event ID; Vo1 Facllity IC Il)_e‘q’“_j,:l“ ;;?ht:.[: f:::i:;(:;?;{i:?zl; 'tjh: ‘;et Pégé 3of34

new policies and processes by
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) ' Monitoring of the Corrective
A2401 [ Continued From page 3 A2401 Action Process:

Medical record review of a history and physical
dated April 2, 2014, at 7:14 a.m., revealed, "pt
(patient) w/ (with) abd (abdominal) pain, Imp (last
mentrual period) 11/6/18. thought she had
miscarriage in January due to heavy bleeding and
passing tissue. Was fold last week that she is
pregnant again. now having severe cramps. had
some light bleeding past 2 days. today no
bleeding but severe cramps. vomit x (times) 2. no
diarrhea. no urinary sx (symptoms). no
fever...8udden onset of symptoms, Symptoms
are worsening, are constant. Maximum severity
of symptoms severe, Currently sym ptoms are
severe. In my professional medical

| judgment...this patient presents with an
efmergency medical condition manifesting itself by
acute symptoms of sufficient severity (including
severe pain) that in the absence of immediate
medical attention could reasonably be expectad
1o result in placing the patient's health in serious
|eopardy; serfous impairment to bodlly function, or
serious dysfunction of a body organ...(7:18 a.m.)
Abdominal exam included findings of abdomen
tender, to the left upper quadrant, to the left lower
quadrant, to the right lower quadrant, moderate
intensity, no distension, firm uterus at
umbilicus...Medical History...miscarriage x
2...cesarean section...”

Medical record review of a physician's progress
note-dated April 2, 2014, at 7:20 a.m., revealed,
"...B8US (Bedside Ultrasound) shows [UP
(Intrauterine Pregnancy) at approx 20 wks
(approximately 20 weeks). Will obtain formal us
(ultrasound), labs, and ob (obstetric) consult..."

Medical record review of the Nursing
Assessment: Continuing Assessment dated April

1. Monitoring will be conducted
monthly for 4 continuous months
beginning January 2015- April 2015

by the Emergency Department
Nurse Manager at Erlanger Basi, A

review of 70 cases per month will be
randomly selected to assess for
compliance of appropriate completion
of the new EMTALA Transfer Form
with a minimum of 90% compliance
rate, Ifthis is not met after 4 months
of review, the review of records will
be continued for an additional 4
months until 0% compliance is
achieved, Results will be reported to
the Brlanger Health System Quality
Oversight Committee,

1/2015-4/1015

FORM CMS-2667(02-99) Previous Verslons Obsolete Event ID: TVOI11
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A2401 | Continued Frem page 4

2, 2014, revealed, "...(7:24 a.m.) per pt she
miscarried in January at home and was never
seen by OBGYN (Obstetrician/Gynecologist) to
confirm. Pt sts (states) she was seen by OBGYN
recently, but could not give specific day or date,
and was told her blood pregnancy test was
positive. Pt sts she Is 'a couple of weeks
pregnant...patient appears, restless,
uncomfortable...(7:40 a.m.) pt rates pain 8 on a
scale of 1-10. MD notified new medication order
received..,(8:12 a.m.) States worsening pain, pt
still c/o pain an 8 on a scale of 1-10. MD notified
and new medication order received...Patient
appears restless, uncomfortable...(8:56 a.m.)
States decreased pain, Patient states decreased
pain, although she still rates it 7 out of 10. She is
not as restless and seems in no pain distress at
thils time. pain is more intermittent at this time...
(9:10 a.m.) States worsening pain...Patient
appears, uncomfortable..."

Medical record review of a physician's note dated
April 2, 2014, at 8:53 a.m., revealed, "Diagnosis
Final: Primary Preterm Labor."

Medical record review of a nurse's note dated
April 2, 2014, at 8:54 a.m., revealed, "Ambulance
service contacted...Estimated time of arrival

16-20 min (minutes)."

Medical record review of a nurse's note dated
April 2, 2014, at 9:08 a.m., revealed, "Indocin
(medication to delay labor) ordered by (Medical
Doctor - M.D. #1). Pharmacy called and we do
not carry that medication on this campus. MD
(MD #1) aware, medicatlon order canceled."

Medical record revlew of a nurse's note dated
April 2, 2014, at 9:14 a.m,, revealed, "Transfer:

A2401

Indocin is now stocked at the

Lrlanger Kast campus pharmaey

and available — Indomethacin

dosage = 25mg x2 (50mg) PO stat

then 25mg PO every 6 hours.
Magnesium and Terbutaline are

also available if requested.

12/5/2014

If continuation shest Page 5 of 34
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ndocin is now stocled af the
A2401 1

A2401 | Continued From page 5

Reason for transfer need for speclalized care,
Dilagnosis: preterm labor, Accepting Institution:
(Hospital #2) Labor and Delivery, Accepting
physician (M.D. #2)...Report called to receiving

facility..."

Medlcal record review of a Transfer Authorization
dated April 2, 2014, at 9:18 a.m., revealed,
"STABILITY The patient Is stabilized at the time of
transfer and no medical deterioration of the
patient's condition is likely, within reasonable
medical probability, to result from or occur during
the transfer of the individual from this facility, or,
with respect to a pregnant woman having -
contractions, the woman has delivered (including
the placenta) OR The Patient is In a state of an
emergency medical condition, and | herehy certify
that based upon the information avallable to me
at this time, the medical benefits reasonably
expected from the provision-of appropriate
medical treatment at ancther facility, outweigh the
increased risks to the individual and, in the case
of labor, to the unborn child from effecting the
transfer..." Review of the Transfer Authorization
revealed both statements were checked. Further
review revealed, "...appropriate transport .
service...Advanced...The receiving facility has
agreed fo accept the patient...Facility (Hospital
#2)...accepting physiclan (M.D. #2)..." Continued
| review revealed, "...Reason for transfer: preterm
labor Risk of transfer: death by MVG (motor
vehicle crash) Benefits of transfer: higher level of

care,.."

Medical record review of a physician's progress
note dated April 2, 2014, at 9:22 a.m., revealed,
"formal us (ultrasound) shows (20 week
intrauterine pregnancy) and incompetent cervix.
Discussed results (with M.D, #2 - patient's

Erlanger East campus pharmacy

and available — Indomethacin
dosage =25mg x2 (50mg) PO stat
then 25mg PO every 6 hours.
Magnesinum and Terbutaline are
also available if requested.

12/5/2014

Hospital # 1 is within the Frlanger
Health System; however this was not
reflected in the EMTALA Transfer
Policy and is now reflected in the
policy draft. A new system wide
policy was developed to reflect this
language and inclusion of current
EMTALA and associated State law.
The draft of this policy was reviewed
by the Medical Executive Committes |
on December 1, 2014, The committee
reviewed the policy and requested
additional information. The final )
draft will be approved by the Medical |
Executive Committee on 7. anuary 5,

12/1/2014

1/5/2015

2015.
(See attachment # J - Draft
EMTALA Transfer Policy)

(See attachment # 7 — Medical Staff
Executive Committee Meeting
Agenda)
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A2401| Continued From page 6
obstetrician)...who rec (recommended)
indomethacin (Indocin) but med (medication)
unavailable here at east. due fo early pregnancy
pt (patient) will go emergency transport to
(Hospital #2) L/D (Labor and Delivery) for OB

(Obstetriclan) eval (evaluation)."

Medical record review of a nurse's note dated '
April 2, 2014, at 9:27 a.m., revealed, "Disposition:
(Hospital #2) Transport: Ambulance, Patient left

the department."

Medical record review revealed OB did not see
the patient in the ED and was not notified of
Indocin being unavailable. Further medical
record review revealed no documentation
regarding a pelvic examination, fetal heart tones
being monitored, or obtaining timing of any

contractions.

Review of an EMS (Emergency Medical Service)
| Patient Care Report dated April 2, 2014, revealed,
"...Level of Care: ALS (Advanced Life '
Support)...At patient (9:15 a.m.)...Transport: (9:25
a.m.) At dest (destination): (9:43 a.m.)...Narrative:
Dispatched emer (emergent) to (Facility) to
transfer pt (patient) to (Hospital #2)...pt in
premature labor...nurse advised '...they
performed an ultrasound and the cervix was not
even visible so they called for transfer...have
given her 1 liter NS (normal saline), 8 mg
(milligrams) Morphine, 0.5 Diiaudid, and 4 mg of
Zofran. Pt has had no pain relief.' Further ALS
asses (assessment) revealed pt was having
contractions at 1-2 min's (minutes) apart, pt was
hot on a fetal heart rate monitor, and had no:
Tocolytics (medication to slow contractions) on
board...continued to have contractions at 1-2
mins part, right before arrival at (Hospltal #2) pt

A2401

Review of the medical yecord of
patient # 7 will be formally

reviewed by the Chief of Emergency
Medicine on 12/9/2014. Based on

this ease new guidelines for i
management of obstetric patients in
the Exlanger Bast Emergency !
Department has been developed '
and approved by the Chief of
Emergency Medicine/Erlanger East
Medical Director on 12/3/2014. (See

attachment #11)

12/9/2014
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stated she felt like something was coming out.
Upon initial evaluation nothing was seen, but then
her water broke and both the baby's feet
presented toes pointing upward...pt could not
push anymore, the fest were purple had no
movement. By this time we were-at (Hospital #2)
and diverted straight to the ER (Emergency
Room). Moved pt to bed...staff started to deliver
baby. When baby was fully delivered it was
lifeless and staff did not attempt resuscitation...pt
could not sign due to staff rushing her to L&D..."

Medical record review of Hospital #2's ER record
dated April 2, 2014, revealed, "Complaint: 21
week ob breech presentation Triage Time...(9:47
a.m.)...Pain: 10 (0-10)...brought in by...ems
(emergency medical service), transfer from
(facility)...feet of fetus are visible (9:49
a.m.)...Medications prior to arrival, morphine...8
mg (miligrams), dilaudid...0.5 mg...zofran 4 mg."

Medical record review of an ultrasound report
dated April 2, 2014, at 9:00 a.m. (performed at
the facility before transfer), revealed, "...Resuits;
Aviable Intrauterine pregnancy is identified,
estimated gestational age 20 weeks and 2 days,
The heart rate...measures 136 beats per minute.
Of note the cervical canal is poorly Identified, and
the cervical os appears to be abnormally dilated
up to 4.2 cm (centimeters)...findings compatible
with incompetent cervix. GYN (Gynecology)
assessment recommended."

Medical record review of a Newborn Identification
record dated Aprll 2, 2014, revealed, "...Infant's
Birth Date April 2, 2014, at (9:50 a,m.) Sex
male...Weight 364 gm (grams) Length 26 cms
(centimeters)..."
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Medical record review of a physiclan's progress
note dated April 2, 2014, at 9:59 a.m., revealed,
"..NICU (neo- natal intensive care umt) and OB
paged directly on arrival. Pt preterm did not
know...was pregnant. Did not go into
labor/contractions...Fetus blus/red on arrival.
Fetus delivered, non-viable with OB assistance in
ED (emergency department). Cord clamped...Pt
transported to L+D (labor and delivery) for

placental.”"

Medical record review of a history and physical
dated April 2, 2014, revealed, "...(10:02 a.m.)
Chief Complaint: arrives c/o (complains of) labor.
Breech presentation noted...Did not know she
was pregnant. 21 weeks by LMP. NO prenatal
care...Pain controlled. Fetus nan viable. No
alleviating or aggrevating (aggravating) factors.
Pain cramping to lower abd (abdomen). No sig
(significant) bleeding...In my professional medical
Judgment...this patient presents with an
emergency medical condition manifesting itself by
. | acute symptoms of, sufflcient severity (including
severe pain) that the absence of immediate
medical attention could reasonably be expected
to result in placing the patient's health in serious-
leopardy; serious iripairment to bodily function, or
serious dysfunction of a body organ or
part...reports vaginal bieeding, vaginal
discharge...Pelvic; Bimanual exam abnormal,
Cervix dilated 2 cm (centimeters), fetus in breech
presentation, legs at introitus on arrival..,"

Medical record review of a physician's progress
note dated April 2, 2014, at 10:57 a.m., revealed,
"Precipitous Delivery...OB notiffed of patients

| arrival to.the emergency depariment. Infant
delivered via vaginal delivery, at (9:50
a.m.)...Initial APGAR score...3 (0-10; higher score

FORM CiMS-2667(02-09) Prevlous Verslons Obsolete Evént ID: TVOH1

Facliily ID: TNP531140 If continuation sheet Page 9 of 34




DEPARTMENT OF HEALTH AND HUMAN SERVICES

SUPPLEMENTAL #1

December 18, 2014

410:15 am PRINTED: 11/18/2014
FORM APPROVED

OMB NO. 0938-0391

CENTERS FOR MEDICARE & MEDICAID SERVICES
STATEMENT OF DEFICIENCIES (*1) PROVIDER/SUPPLIER/CLIA (X2) MULTIPLE CONSTRUCTION (X3) DATE SURVEY
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A, BUILDING GOMPLETED

' - C
440104 B. WING 05/13/2014
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE '
975 E 3RD, ST
ER
LANGER MEDICAL CENTER CHATTANOOGA, TN 37403
{X4) ID SUMMARY STATEMENT OF DEFIGIENGCIES ID PROVIDER'S PLAN OF CORRECTION {Xs)
PREFIX | + (EAGH DEFIGIENCY MUST BE PREGEDED BY FULL PREFIX (EACH CORRECTIVE ACTION SHOULD BE COMPLETION
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) TAG GROSS-REFERENCED TO THE APPROPRIATE DATE
DEFICIENCY)
A2401

A2401 | Continued From page 9
indicative of better clinical condition) Patlent
tolerated the procedure with difficulty..."

| Medical record review of a physician's progress
note dated April 2, 2014, at 11:00 a.m., revealed,
"...OB Called to ER for deiivery of preterm with no
prenatal care...had presented to (facility) with abd
pain and cramps...transferred to ER here where
she delivered non-viable male infant...Placenta

remains intact..."

Medical record review of a Bereavement Loss
Checklist L&D dated April 2, 2014, revealed,
"...Complications this pregnancy: Preterm labor
Obstetriclan: (M.D. #2) Delivery Date/Time:
4-2-14 at (9:50 a.m.) Death date/Time: 4-2-14 at
(9:50 a.m.)...Sex; M (male)..."

Medical record review revealed, "...04/02/2014
(9:26 p.m.)...Delivery Time: Placenta - Manual."

Medical record review revealed the patient was
discharged on April 2, 2014,

Interview with the Corporate Preparedness/Safety
Officer on May 9, 2014, at 2:40 p.m., in a
conference room, revealed the fagllity did not
have cutrent approved EMTALA policles for
Hospital #1 except for a transfer policy. Further
interview confirmed the unapproved policy with an
origination date of March 2014 was under review,

Interview with the ER Nurse Manager on May 12,
2014, at 10:20 a.m., in a conference room,
revealed the facility had provided labor and
delivery services since 1996, delivered infants of
35-36 weeks gestation through full term, had the
capability of providing monitoring of fetal heart
tones in the ED, and had OB on call. She stated,
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"..unless high risk, and under EMTALA we just
deliver, pray for the best, and after delive ry
transport downtown (Hospital #2)."

Interview with the ED's Medical Director on May
12, 2014, at 11:58 a.m., in a conference room,
and in the presence of the facility's Corporate
Preparedness/Safety Officer, revealed Patient #7
presented to Hospital #2 and he delivered Patient
#7's infant. Continued interview confirmed the
facility's East campus inappropriately transferred
Patient #7 on April 2, 2014, and confirmed Patient
#7 was transferred to Hospital #2 in an unstable
medical condition. He stated, "...When patient
artived, 1 didn't have time fo read her paperwork.
The feet were already out and we had to deliver.”

A2402 | 489.20(q) POSTING OF SIGNS

[The provider agrees,] in the case of a hospital as
defined in §489.24(h), to post conspicuously in
any emergency depattment or in a place or
places likely to be noticed by all Individuals
entering the emergency department, as well as
those individuals walting for examination and
freatment In areas other than traditional
emergency departments (that Is, entrance,
admitting area, waiting room, freatment area) a
sign (in a form specifled by the Secretary)
specifying the rights of individuals under section
1867 of the Act with respect to examination and
treatment for emergency medical conditions and
women in labor; and to post conspicuously (in a
form specified by the Secretary) information
Indicating whether or not the hospital or rural
primary care hosplial (e.g., critical access
hospital) participates in the Medicaid program
under a State plan approved under Title XIX.

A2401

A2402]

A2402: 489.24(q) POSTING OF
SIGNS

The findings included: This
STANDARD is not met as evidenced

the facility failed to conspicuously

post the required signs with respect to
the right to examination and freatment
for emergency medical conditions and

women in labor.

Plan of Correction Responsibility:

The Medical Director for Emergency
Services has the responsibility for the
plan of correction.
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A2402 | Continued From page 11 A2402 When/How Corrected:
| This STANDARD s not met as evidenced by: The signage was partially blocked at
Based on observation and interview, the facility the Erlanger Bast Emergency Room
failed to consplcuously post the required signs entrance by the vending machines and
with respect to the right to examination and 7o signage was posted at the desk
treatment for emergency medical conditions and inside the Emergency Department
women in labor, registration/information counter,
1. The vending machines were moved
“The findlngs included: in order to have total view of the
required signage at the Erlanger Fast
.Obsetvation of the facility's Emergency Room Emergency Department entrance,
(ER) with & Nurse Manager on May 9, 2014, at ) )
10:20 a.m., revealed the required signs were not Corrected during survey 5/12/2014 5/12/2014
posted in the patient/family waiting area of the , L _
ER. (Required signs inform patients of the right to 2. The requ_{red signage was posted |
receive an appropriate medical screening behind the Erlanger East Emergency
examination, necessary stabilizing treatment, and Department registration/information
I necessary an appropriate transfer if the patiert counter in the waiting room.
has a medical emergency, regardiess of ability to
pay, and If the facility does/does not participate In Corrected during Survey 5/21/2014 5/12/2014
the Medicaid program.)
3. The required signage was posted at
Interview with a Nurse Manager on May 9, 2014, the Etlanger Bast Ambulatory 11/24/2014
at approximately 10:30 a.m., in the outpatient Entrance
surgery entrance, confirmed the facility falled to ;
conspicuously post the required signs. (Attachments #8 —photos of posted
A2409 required signage)

A2409 | 489.24(g) (1)-(2) APPROPRIATE TRANSFER

(1) General
If an individual at a hospital has an emergency

medical condition that has not been stabilized (as
defined in paragraph (b) of this section), the
hospital may not transfer the individual unless -
() The transfer is an appropriate transfer (within
the meaning of paragraph (e)(2) of this section);
and

() (A) The individual (or a legally responsible
person acting on the individual's behalf) requests
the transfer, after being informed of the Hospital's

Faclilty ID; TNP531140 If continuation sheet Page 12 of 34
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A2409 | Contlnued From page 12
obligations under this section-and of the risk of
transfer.

The request must be in writing and indicate the
reasons for the request as well as indicate that he
or she is aware of the risks and benefits of the

transfer. '

(B) A physician (within the meaning of section
1861(r)(1) of the Act) has signed a certification
that, based upon the Information available at the
time of transfer, the medical benefits reasonably
expected from the provision of appropriate
medical treatment at another medical facility
outweigh the increased risks to the individual or,
in the case of a woman in labor, to the woman or
the unborn child, from belng transferred. The
certification must contain a summary of the risks
and benefits upon which it is based; or

(C) If a physician is not physically present in the

| emergency department at the time an individual is
transferred, a qualified medical person (as
determined by the hospital In its bylaws or rules
and regulations) has signed a certification
described In paragraph (e)(1) () (B) of this sectian
after a physician (as defined in section 1861(r)(1)
of the Act) in consultation with the qualified
medical person, agrees with the certification and
subsequently countersigns the cerfification. The
certification must contain a summary of the tisks
and benefits upon which it Is based.

(2) Atransfer to another medical facility will be
appropriate only in those cases In which -

(I) The transferring hospital provides medical
treatment within its capacity that minimizes the
risks to the individual's health and, In the case of
a woman In labor, the health of the unborn child;

A2409
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A2409 | Continued From page 13

(i) The recelving faciiity
(A) Has available space and qualified personnel

for the treatment of the individual; and
(B) Has agreed to accept transfer of the individual

and to provide appropriate medical freatment,

(iii) The transferring hospltal sends to the
receiving facility all medical records (or copies
thereol) related io the emergency condition which
the Individual has presented that are available at
the time of the transfer, Including available
history, records related to the individual's
emergency medical condition, observations of
signs or symptoms, preliminary diagnosis, results
of diagnostic studies or telephone reports of the
studies, treatment provided, results of any tests
and the informed written consent or certification
(or capy thereof) required under paragraph (e)(1)
(ii) of this section, and the name and address of
any on-call physician (described in paragraph (g)
of this section) who has refused or falled to
appear within a reasonable time to provide
necessary stabilizing treatment. Other records
(e.g., test results not yet available or historical
recards not readily available from the hospital's
files) must be sent as soon as practicable after

transfer; and

(iv) The transfer is effected through qualified
personnel and transportation equipment, as
required, including the use of necessary and
medically appropriate life support measures
duting the transfer.

This STANDARD is not met as evidenced by:
Based on review of facility policy, review of Rules
and Regulations of the Medical Staff, review of
Emergency Room Logs, medical record review,
and Interview, the facility failed to appropriately

A2409: 489.24(e)(1)-(2)
Appropriate Transfers

The findings included: This

STANDARD is not met as evidenced
by: Based on review of facility
policy, review of Rules and
Regulations of the Medical Staff,
review of Emergency Room Logs,
medical record review, and interview,
the facility failed to appropriately
transfer four patients (#7, #8, #9, and
#11) of the 16 patients reviewed,

Plan of Correction Respousihility:
The Chief Medical Officer and the
Chief of Emergency Medicine is

responsible for the corrective action
plan and ongoing compliance.
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A2409 When/How Corrected:
Hospital # 1 is within the Erlanger
Health System; however this was not
reflected in the EMTALA Transfer
Policy and is now reflected in the
policy draft. A new system wide
policy was developed to reflect this
langnage and inclusion of current
EMTALA and associated State law.
The draft of this policy was reviewed

A2408 | Continued From page 14 3
transfer four patients (#7, #8, #9, and #11) of
sixteen patients reviewed.

The findings included:

Review of facillty policy titled "Transfers...PC.074"
most recently revised in February, 2012,
revealed, "...To establish guidelines for

transferring patient within a facility, to an
alternative level of care, or to another acute care by the Medical Executive Committee 12/1/2014
facility while assurlng medically approptiate . onDecember 1, 2014, The committee

1 reviewed the policy and requested i 2;; /2?)1 4

continuity of care and compliance with EMTALA
(Emergency Medical Treatment and Active Labor
Act) regulation...The following information must
be completed prior to a transfer...transferring

additional information, The final
draft will be approved by the Medical
Executive Committee on January 5,

physmnan must obtain acceptance from a 2015,
recelving physician...recelving facility must accept * (See attachment # 7 - Draft
EMTALA Transfer Policy)

the patient...patient and/or famlly members
consent...Gopies of the completed Emergency
Department (ED).record, lab results/x-rays and
EKG reports will be sent with patient... Transfer
form completed. The transferting physician
determines the method of patient transport and
the amount of support that will be needed durlng
transport. The transferring physician also |
maintains responsihility for care during transport

untll arrival at the receiving faciity..."

(See attachment # 7 — Medical Staff
Executive Comunittee Meeting
Apgenda)

The Emerpency Services Scope of
Services policies (INMS #280 and
EEED #7174.100) were reviewed
and approved to include
documentation of approval by the 11/24/2014

Chief of Emergency Medicine, and
revision of the staffing model for
Erlanger Baroncss Campus,

These policies are departmental
policies that are required by all

departments explaining the scope of

the services the department

provides, staffing fnr} the

depariment, sncci al equipment and

procedures,
(See attachment #2 and #10,)

If continuatlon sheet Page 15 of 34

Review of a policy titled "(Facility) East
Emergency Services Scope of Services"
revealed, "Origination Date: 3/14" and the
approval date was blank, indicating It had not
been approved by the Medical Staff orthe

Governing Body,

Review of facility policy for the hospital's main
campus titled “"Emergency Department Scope of
Services Number: EMS.280" most recently
revised in March, 2010, revealed, "...An
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Emergency Medical Condition is defined as a
medical condition manifesting itself by acute
symptoms of sufficient severity such that the
absence of prompt and appropriate medical

attention could result in...placing the heaith or
safety of the patient or unborn child in serious
jegpardy...The following conditions are declared
to be emergency conditions by statute and
regulation ...pregnancy with contractions
present...acute pain rising to the level of the
general definlticn of emergency medical
-condition...Evaluation, management, and
treatment of patients is approptiate and
expedient...Immediate evaluation and
stabilization, to the degree reasonably possible,
will be available for sach patient who presents
with an emergency medical condition...Necessary
equipment...supplies must be immedlately
available in the facility at all times...Necessary
drugs and agents must be immediately available
In the facility at all times..,Patients are to be
transported to the nearest appropriate ED
(emergency department) in accordance with
applicable laws, regulations, and guidelines...All
transfers will comply with local, state, and federal
laws...Equipment and Supplies...Radiological,
Imaging and Diagnostic Services Available 24/7
(24 hours per day/7 days per week)...fetal
monitoring..."

Review of Rules and Regulations of the Medical
Staff revealed, "...Effective date: December 7,

*[ 1895...A phone call from the requesting physician
to the consultant is required for emergent/urgent
consults to ensure clear communication
regarding the clinical situation and timely
coordination of care...The need for consultation
will be determined by the (ED) physician...A
satisfactory consultation includes examination of
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the patient and the record. A written or dictated
opinfon signed by the consultant must be included
Inthe medical record. For emergent/urgent
situations, the consulting physielan should
discuss findings directly with the referring
physiclan in addition to the written
documentation...Medical records
contain...Emergency care, treatment, and
services provided to the patient before his or her
arrival, If any...Documentation and findings of
assessments...Conclusion or impressions drawn
from medical history and physical
examination...Progress notes made by authorized
| indlviduals...Consultation reports...All medical
record eniries must be legible, complete, dated,
timed, and authenticated in written or electronic
form by the person responsible for providing or
evaluating the service provided..." :

Review of an Emergency Room Log dated April
2, 2014, revealed Patlent #7 presented to the
faclility's East campus with complaint of Vaginal

Bleeding.

Medical record review of a Triage note dated April.
2, 2014, revealed, "...(6:37 a.m.) Complaint: .
Vaginal bleeding...(6:49 a.m.) Pain level 9
(0-10)...Quality is cramping. Since
yesterday...states...ls a 'couple weeks
pregnant'...had a miscarriage in Jan (January)

LMP (Last Menstrual Period): 11-15-2013 (history
of five pregnancies, three delivered .

pregnancies)..."

Medical record review of a history and physical
dated April 2, 2014, at 7:14 a.m., revealed, "pt
(patient) w/ (with) abd (abdominal) pain. Imp (last
mentrual period) 11/5/18. thought she had
miscarriage in January due to heavy bleeding and

A2400
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passing tissue. Was told last week that she Is
pregnant again, now having severe cramps. had
some light bleeding past 2 days. today no
bleeding but severe cramps. vomit x (times) 2. no
diarrhea. no urinary sx (symptoms). no
fever...8udden onset of symptoms, Symptoms
are worsening, are constant. Maximum severity
of symptoms severe, Currently symptoms are
severe. In my professional medical
judgment...this patient presents with an
emergency medical condition manifesting itseff by
acute symptoms of sufficient severity (including
severe pain) that in the absence of inmediate
medical attention could reasonably be expected
to result in placing the patient's health In serious
Jeopardy; serious impairment to bedily function, or
serlous dysfunction of a body organ...(7:1 8a.m.)
Abdominal exam included findings of abdomen
tender, to the left upper quadrant, to the left lower
quadrant, to the right lower quadrant, moderate
intensity, no distension, firm uterus at
umbilicus...Medical History...miscarriage x
2...cesarean section..."

Medical record review of a physiclan's progress
note dated Aprll 2, 2014, at 7:20 a.m., revealed,
*"...BSUS (Bedside Ultrasound) shows IUP
(Intrauterine Pregnancy) at approx 20 wks
(approximately 20 weeks). Wil obtain formal us
(ultrasound), labs, and ob (obstetric) consult..."

Medlcal record review of the Nursing
Assessment: Continuing Assessment dated April
2, 2014, revealed, "...(7:24 a.m.) per pt she

| miscarried In January at home and was never
seen by OBGYN (Obstetrician/Gynecologist) to
confirm. Ptsts (states) she was seen by OBGYN
" | recently, but could not give specific day or date,

| and was told her blood pregnancy test was
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positive. Ptsts she Is ‘a couple of weeks
pregnant',..patlent appears, restless,
uncomfortable...(7:40 a.m.) pt rates pain 8 on a
scale of 1-10. MD notified new medication order
received...(8:12 a.m.) States worsening pain, pt -
still ¢/o pain an 8 on a scale of 1-10. MD notified
and new medication order raceived...Patient
appears restless, uncomfortable...(8:56 a.m.)
States decreased pain, Patlent states decreased
pain, although she still rates it 7 out of 10. She is
hot as restless and seems in no pain distress at
this time. paln is more intermittent at this time...
(9:10 a.m.) States worsening pain...Patient
appears, uncomfortaple..."

Medical record review ofa physician's noté dated
April 2, 2014, at 8:53 a.m., revealed, "Diagnosis
Final: Primary Preterm Labor."

Medical record review of a nurse's note dated
April 2, 2014, at 8:54 a.m., revealed, "Ambulance
service contacted...Estimated time of arrival

15-20 min {(minutes)."

Medical record review of a nurse's note dated
April 2, 2014, at 9:06 a.m., revealed, "Indocin
(medication to delay labor) ordered by (Medical
Doector - M.D, #1). Pharmacy called and we do
not carry that medication on this campus. MD
(MD #1) aware, medication order canceled." -

Medical record revlew of a nurse’s note dated
Aprll 2, 2014, at 8:14 a.m., revealed, "Transfer:
Reason for transfer need for specialized care,
Diagnosis: preterm labor, Accepting Institution:
(Hospital #2) Labor and Dellvery, Accepting
physician (M.D. #2)...Report called to receiving

factlity..."

A2409

Indocin is now stocked at the
Exlanger East campus pharmacy
and available — Indomethacin
dosage =25mg x2 (50mg) PO stat
then 25mg PO every 6 hours.
Magnesium and Terbutaline are

also available if requested. )

12/5/2014
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Medical record review of a Transfer Authorization Transfer Authorization form revealed
dated April 2, 2014, at 9:18 a.m., revealed, it had been completed inappropriately
"STABILITY The patient Is stabilized at the time of It revealed both '
. S statements were
transfer and no medical deterioration of the checked (stable or )
S € or state of emergency
patient's condition is likely, within reasonable medical condition), A new transfer
medical probabillty, o result from-or occur during form was developed T
the transfer of the Individual from this facilty, or, - daveloned. ,
: pproved by the Health Information
with respect to a pregnant woman having Management Forms Comumitt
contractions, the woman has delivered (including 1 ',2:}%;4 i m”_;“”;.e ;’”
the placenta) OR The Patient Is in a state of an = e ro e L 11/24/2014
_ i M ! Shop for print and will be ready for
emergency medical condition, and | hereby certify distribution by 12/5/2014
that based upon the Infofmation available to me y ‘ 12/5/2014
at this time, the medical benefits reasonably ) )
expected from the provision of appropriate Ed"Lﬂ"f“ .
medical freatment at another facility, outwelgh the Lducation will be provided to all
increased risks to the individual and, in the case amergency staff on the new polic
of labor, to the unborn child from effecting the updates ( EMTATA Transfer
transfer..." Review of the Transfer Authorization olic EMTAL%-P rovision of On
revealed both statements were checked. Further Call Coverage Policy , the new
review revealed, "...appropriate transport - CMTALA Transfer Form and the
service...Advanced...The receiving facility has education al power point
agreed to accept the patient...Facllity (Hospital resentation). This mandator
#2)...accepting physiclan (M.D, #2)..." Continued education will be distributed in
review revealed, "...Reason for transfer: preterm notebooks to each Emergenc
labor Risk of transfer: death by MVC (motor epartments in the Erlanger Health
vehicle crash) Benefits of transfer: higher level of System. All emergency department
care..." staff including physician and |
. hysician extenders will be
Medical record review of a physician's progress required to read and acknowledpe
note dated April 2, 2014, at 9:22 a.m., revealed,” by signature understanding of the
new policies and proeesses b
12/31/2014 -

"formal us (ultrasound) shows (20 week
Intrauterine pregnancy) and incompetent cervix.
Discussed results (with M.D. #2 - patient's
obstetrician)...wha rec (recommended)
Indomethacin (Indocin) but med (medication)
unavailable here at east. due to early pregnancy
pt (patient) will go emergency transport to
(Hospital #2) L/D (Labor and Delivery) for OB

(Obstetrician) eval (evaluation)."

December 31, 2014,

|
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Medical record review of a nurse's note dated
April 2, 2014, at 8:27 a.m., revealed, "Disposition:
(Hospltal #2) Transport: Ambulance Patient left

the department.”

Medical record review revealed OB did not see
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_ A2409 | Continued Erom page 20 A2409 Mo.mtur.ulz of the Corrective
: Action Process:
1. Monitoring will be conducted

the patient in the ED and was not notified of
Indocin being unavailable. Further medical
record review revealed no documentation
regarding a pelvic examination, fetal heart tones
being monitored, or obtaining timing of any
contractions.

Review of an EMS (Emergency Medical Servige)
Patient Care Report dated April 2, 2014, revealed,
"...Level of Care: ALS (Advanced Life
Support)...At patient (9:15 a.m.)...Transport: (9:25
a.m.) At dest (destination): (9:43 a.m.)...Narrative:
Dispatched emer (emergent) to (Fagility) to
transfer pt (patient) to (Hospital #2)...pt in
premature labor...nurse advised '...they
performed an'ulirasound and the cervix was not
even visible so they called for transfer,..have
given her 1 liter NS (normal saline), 8 mg
(milligrams) Morphine, 0.5 Dilaudid, and 4 mg of .
Zofran. Pt has had no pain relief.' Further ALS
asses (assessment) revealed pt was having
contractions at 1-2 min's (minutes) apart, pt was
not on a fetal heart rate monitor, and had no
Tocolytics (medication to slow contractions) on -
board...continued to have contractions at 1-2 -
mins part, right before arrival at (Hospital #2) pt

| stated she felt like something was coming ouit.

Upon initial evaluation nothing was seen, but then
her water broke and both the baby's feet
presented toes pointing upward...pt could not
push anymore, the feet were purple had no
moevement. By this time we were at (Hospital #2)

monthly for 4 continuous months
beginning January 2015~ April 2015
by the Emergency Department
Nurse Manager at Erlanger Kast. A
review of 70 cases per month will be
randomly selected to assess for
compliance of appropriate completion
of the new EMTALA Transfer Form
with a minimum of 90% compliance
rate. Ifthis is not met after 4 months
of review, the review of records will
be continued for an additional 4
months until 90% compliance is
achieved, Results will be reported to
the Erlanger Health System Quality
Oversight Committee.

1/2015-4/101

Review of the medical record of \

patient # 7 will be formally
reviewed by the Chief of Emergency

Medicine on 12/9/2014, Based on ' 12/9/2014

this case new guidelines for
M s . |

management of obstetric patients in
the Erlanger East Emergency
Department has been developed
and approved by the Chief of

Emergency Medicine/Brlanger Bast

Medical Director on 12}3:'2{]14 (See 12/3/2014

atiachment #11) ’ :
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and diverted straight to the ER (Emergency
Room). Moved pt to bed...staff started to deliver
baby. When baby was fully delivered It was

could not sign due to staff rushing her to L&D..."

dated April 2, 2014, revealed, "Complaint: 21
week ob breech presentation Triage Time...(9:47
a.m.)...Pain; 10 (0-10)...brought in by...ems
(emergency medical service), transfer from
(facility)...feet of fetus are visible (9:49
a.m.)...Medications prior to arrival, morphine...8
mg (millgrams), dilaudid...0.6 mg...zofran 4 mg."

Medical record review of an ultrasound report
dated April 2, 2014, at 9:00 a.m. (performed at
the facility before transfer), revealed, "...Results:
Aviable intrauterine pregnancy Is identified,
estimated gestational age 20 weeks and 2 days.
The heart rate,.measurés 136 beats per minute,
Of note the cervical canal is poorly identifled, and
the cervical os appears to be abnormally dilated
up to 4.2 cm (centimeters)...findings compatible
with incompetent cervix. GYN (Gynecology)
assessment recommended."

Medical record review of a Newhorn Identification
record dated April 2, 2014, revealed, "...Infant's
Birth Date April 2, 2014, at (9:50 a.m.) Sex
male...Weight 364 gm (grams) Length 26 cms
(centimeters)..." .

Medical record review of a physician's progress
note dated April 2, 2014, at 8:59 a.m., revealed,
"...NICU (neo-natal intensive care unit) and OB
paged directly on arrival. Pt preterm did not
know...was pregnant. Did not go Into
labor/contractions...Fetus bluefred on arrival.

lifeless and staff did not attempt resuscitation...pt

Medical record review of Hospital #2's ER record
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Fetus delivered, non-viable with OB assistance in
ED (emergency department). Cord clamped...Pt
transported to L+D (labor and delivery) for

placental."

Medical record review of a history and physical
dated Aprll 2, 2014, revealed, *...(10:02 a.m.)
Chief Complalnt: arrives /o (complains of) labor.
Breech presentation noted...Did not know she
was pregnant, 21 weeks by LMP, NO prenatal
care...Pain controlled. Fetus non viable, No
alleviating or aggrevating (aggravating) factors.
Pain cramping to lower abd (abdomen). No sig
(significant) bleeding,..In my professional medical

judgment...this patient presents with an
emergency medical condition manifesting itself by
acute symptoms of sufficient severity (Including
severe pain) that the absence of immediate
medical attention could reasonably be expected
to result in placing the patient's healih in serlous
jeopardy; serious impairment to bodily function, or
serious dysfunction of a body organ or
part...reports vaginal bleeding, vaginal
discharge...Pelvic: Bimanual exam abnarmal,
Cervix dilated 2 cm (centimeters), fetus In breech
presentation, legs at introitus on arrival..."

Medical record review of a physiclan's progress
note dated April 2, 2014, at 10:57 a.m., revealed,
"Precipitous Delivery...OB notified of patients
arrival to the emergency department. Infant
delivered via vaginal delivery, at (9:50
a.m.)...Initial APGAR score...3 (0-10, higher score
Indicative of better clinical condition) Patient
tolerated the procedure with difficulty..."

Medical record. review of a physician's progress
note dated April 2, 2014, at 11:00 a.m., revealed,
"...OB Called to ER for delivery of preterm with no
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prenatal care...had presented to (facility) with abd
pain and cramps...transferred to ER here where
she delivered non-viable male infant...Placenta

remains intact..."

Medical record review of a Bereavement Loss
Checklist L&D dated April 2, 2014, revealed,
"...Complications thls pregnancy: Preterm labor
Obstetrician: (M.D. #2) Dellvery Date/Time:
4-2-14 at (9:50 a.m.) Death date/Time: 4-2-14 at

(9:50 a.m.)...Sex: M (male)..."

Medical record review revealed, "...04/02/2014
(9:26 p.m.)...Delivery Time: Placenta - Manual.”

Medical record review revealed the patient was
discharged on April 2, 2014.

Interview with the ER Nufse Manager on May 12,
2014, at 10:20 a.m., in a conference room,
revealed the facility had provided labor and
delivery services since 1896, delivered infants of
35-36 weeks gestation through full term, had the
capablilty of provlding monitoring of fetal heart
tones in the ED, and had OB on call. SHe stated,
"...unless high risk, and under EMTALA we just
deliver, pray for the best, and aftér delivery
transport downtown (Hospltal #2)."

Interview with a Registered Pharmacist on May
12, 2014, at 11:23 a.m., In a conference room,

revealed the pharmacy did not stock
Indomethacin, but the medication used to delay

labor could be stocked on the recommendation of
physicians.
-Interview with the ER's Medical Direc"rqr on May

12, 2014, at 11:58 a.m., in a conference room,
and in the presence of the facility's Corporate

A2409
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A2408 | Continued From page 24 C A2400 A new transfer form was developed
Preparedness/Safety Officer, revealed Patient #7 and was .approved by the Hea.lth
presented to Hospital #2 and he delivered Patient Information Management Fotms 11/24/2014
#7's infant. Continued interview confirmed the Committee on 11/24/14. Tt was sent
to the Print Shop for print and will be 12/5/2014

facility inappropriately transferred Patient #7 on
April 2, 2014, and he stated, "...When patient

Review of an ER Log revealed Patient #8
presented to the ER on April 18, 2014.

Medical record review of an ER Record dated
April 18, 2014, revealed Patient #8 presented to
the ER with a complaint of abdominal pain.

Medical record review of a Nursing Assessment
dated April 18, 2014, at 8:58 a.m., revealed,

a scale 0-10 patient rates pain as 10..."

Medical record review of a history and physical
dated April 18, 2014, at 9:01 a.m., revealed,

sharp, constant, started in right upper but now
pain to RLQ (Right Lower Quadrant) as well. No
radlation to back...are constant...In my
professional medical judgment....this patient
presents with an emergency medical condition

severlty (Including severe pain) that the absence
of Immediate medical attention could reasonably
be expected to result in placing the patient's

bodily function, or serious dysfunction of a hody
organ ot part...(9:03 a.m.)
tachyeardic...tenderness to right side of
abdomen...with voluntary guarding...”

arrived, | didn't have time to read her paperwork.
The feet were already out and we had to dellver."

"«..pressure pain, to the right lower guadrant...on

"...abdominal pain that started 8 days ago, Pain is

manifesting itself by acute sym ptoms of sufficient

health in serious jeopardy, serious impairment to

ready for distribution by 12/5/2014,

(See attachment #4)

Monitoring of the Corrective
Action Process:

1. Monitoring will be conducted
monthly for 4 continnous months
beginning January 2015- April 2015
by the Emergency Depariment
Nurse Manager af Erlanger Easf, A
review of 70 cases per month will be
randomly selected to assess for
compliance of appropriate completion
of the new EMTALA Trasfer Form
with a minimum of 90% compliance
rate, Ifthis is not met after 4 months
of review, the review of recards will
be continued for an additional 4
months until 90% compliance is
achieved, Results will be reported to
the Erlanger Health System Quality
Oversight Committee.

1/2015-4/1015

Medical record review of a physician's note dated
Event ID: TVOH1
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Medical record review of a physician's note dated
Aprll 18, 2014, at 9:47 a.m., revealed, "uftrasotind
positive for acute cholecystitis, will send to Main
ER (Hospital #2) for surgical evaluation, will give

abx (antibiotics) given patient on
iImmunosuppressive meds with WBC 82."

Medical record review of a radiology report dated
April 18, 2014, at 10:08 a.m., revealed, "..large 2

cm stone in the neck of the ‘
gallbladder...gallbladder enlarged to'13 cm...in

length...Impression...very suggestive of
cholecystitis,"

Medical record review of the Emergency
Department Emergency Record doc:umentqtion
dated April 18, 2014, at 9:50 a.m., revealed,
"...Transfer to...(Hospital #2) ED..."

Medical record review of a nurse's note dated
April 18, 2014, at 9:58 a.m., revealed, "...Reason
for transfer need for specialized care, Diagnosis:

new policies and processes b

December 31, 2014,

STATEMENT OF DEFICIENGIES
AND PLAN OF CORREGTION IDENTIFIGATION NUMBER: ABULDING
C
440104 B. WING 05/13/2014
NAME OF PROVIDER OR SUFPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
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A2409 | Continued From page 25 A2409 Education:
April 18, 2014, at 9:04 a.m., revealed, "abdominal —Lducation will be provided to ail
‘paln with signficant tenderness and guarding, will emergency staff on the new policy
check labs, treat pain, do ultrasound." updates ( EMTATLA Transfer
) policy, EMTALA-Provision of On
Medical record review of a Medication Qﬂicﬂcﬂge_ggigu;w_ne_w
Administration Summary dated April 18, 2014, EMTALA Transfer Form and the
revealed the patient was administered pain - education al power point
medication at 9:18 a.m. and 10:32 a.m., and an resentation). This mandatoy
antiblotlc at 8:44 a.m, according to physician's education will be distributed in
orders. notebooks fo each Emergen cy
Departments in the Brlanger Health
Medical record review of a Nursing Procedure: System. All emergency department
Communlcations dated April 18, 2014, at 9:24 staff including physician and
a.m., revealed, ".. WBC (White Blood Cell) count bhysician extenders will be
32.7 (normal range 4.8-10.8), given to (MD #4)..." requived fo read and aclmowledge
: by signature understanding of the
12/31/2014
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A2409 | Continued From page 26 A2409| A new transfer form was deyeloped
Accepting physician: (MD #6)...Transported by and was approved by the Health
nen-urgent ambulance...consent for transfer - Information Management Forms
signed..." Committee on 11/24/14. 1t was sent
. to the Print Shop for print and will be
Medic::}l re_cord review o_f the Transfer . ready for distribution by 12/5/2014. ! 12/5/2014
Authorization dated April 18, 2014, revealed,

"Stability The patient is stablized at the time of
transfer and no medical deterforation of the
patient's condition is likely, within reasonable
medical probability, to result from or occur during
the transfer of the Individual from this facility...OR
The Patient is in a state of an emergency medical
condition, and | hereby certify that based upon
the information available to me at this time, the
medical benefits reasonably expected from the
provision of appropriate medical treatment at
another facility, outweigh the increased risks to
the individual...OR Patient/Responsible Individual
requests transfer..." Review of the Transfer
Authorlzation revealed all three options were
checked. Further review of the Transfer . -
Authorization revealed, "...It is medically
necessary to transport the patlent by
ambulance/air ambulance..." was not checked, |
Further review revealed no Confirmation Time for
Hospital #2's acceptance of the patient; no time
was documented when report was given to the
accepting hospital staff; and no time was
documented for when the patiént was {ransferred.

Medical record review of an'ER Record (Hospital
#2) history and physical dated April 18, 2014, at
11:45 a.m., revealed, "...Transfer from outer
facllity for higher level of care...Symptoms are
worsening, are constant...In my professional
medical judgment....this patient presents with an
emergency medicdl condition manifesting ltself by
acute symptoms of sufficient severity (Including |

(See attachment #4)

Monitoring of the Corrective
Action Process:

1. Monitoring will be conducted
mogﬂﬂy for 4 continmous months
beginning January 2015- April 2015

by the Emergency Department

urse Manager at Erlanger East. A

review of 70 cases per month will be
randomly selected to assess for
compliance of appropriate completion
of ﬂ]a new EMTALA Transfer Form
with a minimum of 90% compliance
rate. Ifthis is not met after 4 months
of review, the review of records will
be continued for an additional 4
months until 90% compliance is
achieved, Results will be reported to
the Erlanger Health System Quality .
Oversight Committee, 1/2015-4/1015
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A2409 | Continusd From page 27 ‘

* | medical attention could reasonably be expected
to result In placing the patient's heaith in serious
[eopardy; serious Impairment to bodily function, or
serious dysfunction of a body organ or part,.."

Medical record review of the Hospital #2
Emergency Department Emergency Record
dated April 18, 2014, revealed the patient was

transported to surgery at 1:58 p.m.

Medical record review of a Discharge Summary
dated Aprll 20, 2014, revealed, "..taken to
operating room for a laparoscopic
chalecystectorny with Intraoperative
cholanglogram...on postop day 2, the day of
discharge, will be discharged home..."

Interview with the Corporate Preparedness/Safety
Officer on May 12, 2014, at 8:35 p.m., in a
conference room, confirmed Patient #8 was
inappropriately transferred on April 18, 2014,

Review of an ER Log revealed Patlent #9
presented to the ER on April 18, 2014.

Medical record review of an ER Record dated
April 18, 2014, revealed, "..,(3:15 p.m.) Trauma
tuesday...Complaint: bilateral leg tenderness,
swelling...(3:25 p.m.) Triage Information...Paln
level 8 (0-10)...noticed some increased
swelling...concerned about compartment
syndrome...Pt has swelling and pain in left calf..."

Medical record review of a history and physical
dated April 18, 2014, at 4:39 p.m., revealed,
"...recently admitted and released from hospital
last night from traumatic injury while at work. Had
skull fracture, left tibia fracture and right ankle

Education:

Fducation will be provided to all
emergency staff on the new policy
updates ( EMTALA Transfer
policy, EMTALA-Provision of On
Call Coverage Policy , the new
EMTALA Transfer Form and the
education al power point

presentation), This mandatory

education will be distributed in
noteboolks to each Lmergency
Departments in the Erlanser Health
System, All emergency department

staff including physician and
physician extenders will be
required fo read and acknowledpe
by signature understanding of the
new policies and processes by
December 31, 2014,

i 12/31/2014
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A2409 | Continued From page 28
fracture...had PT (Physical Therapy) come out
today, but was told to come directly to ER for
Increased swelling and pain to left calf. Worrled
about DVT (Deep Vein Thrombosis) poss
(possible) compartment syndrome...In my
professional medical judgment....this patient
presents with an emergency medical condition
manifesting itself by acute symptoms of sufficient
severity (including severe pain) that the absence
of immediate medical attention could reasonably
be expected to result in placing the patient's
health in serious jeopardy; serious impairment to
bodily function, or serious dysfunction of a body
organ or part...large amount of swelling to left calf

with tenderness..." .

Medical record review of a Nurse Practitioner's
note dated April 18, 2014, at 4:46 p.m., revealed,
"with calf swelling, with recent trauma with ankle
fracture, will US (ultrasound) r/o (rule out)
DVT...with US, DVT noted with fluid, concerning
for compartment syndrome. (M.D. #4) spake with.
(MD #11) with trauma, patient will be sent to
(Hospital #2) ER downtown for further

evaluation."

Medical record review of a nurse's note dated
April 18, 2014, at 5:09 p.m., revealed, "...Reason
for transfer, pt being transferred fo the ED, -
'Diagnosis: DVT, Transported by non-urgent
ambulance, Copy of patient record prepared for
receiving facility, Medication reconciliation form
prepared and sent to recelving facility, Patient
consent for transfer signed, Family membet

contacted."
Medical record review of the ED record revealed

medications administered to the patient in the ED
were Dilaudid and Phenergan for pain and
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A2409 | Continued From page 29
nausea,

Transfer Authorization, or consent for transfer

was found In the medical recard.

Lower Extremity)...Patient transferred from
another facility..." :

and physical dated April 18, 2014, at 7:07 p.m.,
revealed, "...bilateral leg and facial trauma,
discharged from (Hospital #2) and then

left... There has been ho change in the patient's
symptoms over time, are constant...In my- |
professional medical judgment....this patient
presents with an emergency medical condition

be expected to result in placing the patlent's

bodily function, or serious dysfunction of a body

organ or part...(8:47 p.m.) Pulse,
tachycardioc...exiremities swollen bllaterally..."

Medical record review of the nursing notes
revealed the patient was started on heparin
(anticoagulant commonly administered for DVT)

on April 18, 2014, at 7:10 p.m.

Medical record review of an Admission Request

dated April 18, 2014, at 8:45 p.m., revealed,
"Condition: Falr...Hospital Service: Surgery -

Trauma..."

A2409

Medical record review revealed no transfer form,

Medical record review of Hospitaf #2's ER Record
revealed, "(6:56 p.m.)...Complaint: DVT LLE (Left

Medical record review of the ED physiclan history

developed severe bilateral leg pain, worse on the

manlfesting ftself by acute symptoms of sufficient
severity (including severe palin) that the absence
of immediate medical attention could reasonably

health in serious jeopardy; serious Impairment to

Corvrective Action Plan:

Health Information Management
(HIM) did not have a scanned copy of
the Transfer Form for pE#o9. Itis
unclear why the transfer form was
not in the permanent electronic

medical record,
The Erlanger East Em ergency
department now scans copy of the
comgletedfsigch transfer form into
the electronic emergenc room’
record fo assure the document is
June 2014

retained in the record.
relamed in the record,

Mon itoring of the Co rrective Action

. Monitoring wil] be conducted
mounthly for 4 continuous monghs
beginning January 2015- April 2015

by the Emergency De: nartment
Nurse Manager at Erlanger Tast. A
review of 70 cases per month will be
randomly selected to assess for
compliance of appropriate completion
of the new EMTALA Transfer Form
and presence in the medical record
with a minimum of 90% compliance
rate. Ifthis is not met after 4 months
of review, the review of records will
be continued for an additional 4
months until 90% compliance is
achieved, Results will be reported to
the Erlanger Health System Quality
Oversight Commiittee.

1/2015-4/1015

|

Faclity ID: TNP531140

|
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A2408 | Continued From page 30 A2409
) . The HIM d
Medical record review of a nurse's note dated scaenning pr?)l::?alssmfzgtallllsizctgfds
April 18’.2014' ajt 10518 p.m., revealed, scanned and verification that all
"Admission: Patlent admitted to telemetry documents received are scanned . In
unit...STAT (immediate) admission orders - ey )
completed..." addition HIM retains the hard copy of
p the record for 60 days before they are
Ongoing

Medical record review of the ER Nursing Notes
revealed the patient was admitted to Inpatient on
April 19, 2014, at 12:39 a.m.

Telephone interview with the Corporate -

Preparedness/Safety Officer on May 13, 2014, at

1:30 p.m., revealed the facility was unable to

.| locate a transfer form, . Transfer Authorization, or
consent form for transfer and confirmed Patient

#9 was inappropriately transferred on April 18,

2014,

"| Review of an ER Log revealed Patient #11
presented to the ER on March 31, 2014.

Medical record review of an ER Record dated
March 31, 2014, revealed, "(12:35 p.m.)
Complaint: Hip Pain, right hip." .

Medical record review of a nurse's note dated
March 31, 2014, at 12:44 p.m., revealed, "Triage
Information: seen her (here) on 3/26 for rigt
(right) hip and leg pain. pt continues to have this
pain and is not able to sleep well, Pt has been
taking tylenol and motrin that is not helping pain."

Medical record review of a history and physical

dated March 81, 2014, at 12:44 p.m., revealed,

"...Cerehral Palsy, seizure disorder, cerebral

atonia, severe thoracolumbar scoliosls,

.| osteoporosis...(12:58 p.m.) patient was seen last
Wednesday for bruising to right leg. Unsure of

destroyed - ongoing process.
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A2409 | Continued From page 31
any injury or trauma. Patient is non weight
bearing. wheel chair bound only. Uses assistance
when transferring from wheelchair to
recliner..,patlent has CP (Cerebral Palsy), is
non-verbal...Gradual onset of symptoms, 7, days
prior to arrival. There has been no change in the
patient's symptoms over time, are constant...in
my professional medical judgment....this patient
presents with an emergency medical condltion
manifesting itself by acute symptoms of sufficient -
| severity (including severe pain) that the absence
of immediate medical attention could reasonably
be expected to result In placing the patient's
health in serious jeopardy; serious impairment to
bodily function, or serious dysfunction of a body
organ or part...(1:01 p.m.) Patient appears, in
mild pain distress, Patient appears to be
uncomfortable...Lower extremity exam included
finidngs of inspection abnormal no abrasions,
contusions present, no deformity...right medial
.upper thigh, Range of motion, limited to the right

hip..."

Medical record review of a Family Nurse
Practitioner's note dated March 31, 2014, at 1:02
p.m., revealed, "...brought back in for persistent
pain. X-ray over-read shows femoral neck
fracture. Will GT and call ortho (orthopedics).
Caretaker Is unsure of any injury or trauma
patient has had in the past week...Spoke with
(M.D. #6), will look at CT and speak with ortho
attending. Patient will need to be sent to ER to he

evaluated by ortho."

Medical record review of a radiology report (CT)
dated March 31, 2014, at 1:18 p.m., revealed,
“Comparison: Right femur fracture,
3/26/2014...Impression; An acute, comminuted
fracture of right femoral neck with markedly

A2409
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A new transfer form was deeloped

A2408 | Continued From page 32
displaced fracture fragments as disclissed...”

Medical record review of a nurse's note dated
March 31, 2014, at 3:30 p.m., revealed,
"...Reason for transfer nead for specialized care,
Diagnosls: Femur Fracture, aceepting Institution
(Hospital #2), Accepting physician (M.D. #7),
Referring physician: (M.D, #1/FNP), Transported
by non-urgent ambulance..."

Medical record review of a Transfer Authofization
dated March 31, 2014, revealéd, "Stability The

| patient is stablized at the time of fransfer and no
medical deterioration of the patlent's condition is
likely, within reasonable medical probability, 1o
result from or occur during the transfer of the
Individual from this facliity...OR The Patient s in a
state of an emergency medical condition, and |
hereby certify that based upon the Information
available to.me at this time, the medical benefits
reasonably expected from the provision of
appropriate medical treatment at another facillty,
outweigh the increased risks to the
individual...OR Patient/Responsible Individual
requests transfer..." Review of the Transfer
Authorization revealed all three optlons were
checked. Further review of the Transfer
Authorization revealed it was not documented
who the aceepting physician was or who the
transfmrring facility was,

Medical record review of the ER record dated
March 81, 2014, at 3:37 p.m., revealed,
"...Disposition Transport: Ambulance, Patient left

the department..."

Medloal record review of a Orthopedic
Consultation Report (Hospital #2) dated March
31, 2014, revealed, "...slgns of painful hip since

A2409

and was approved by the Health

Information Management Forms

Committee on 11/24/14. Tt was sent

to the Print Shop for print and will be

ready for distribution by 12/5/2014, i .
' 12/512014

* (See attachment #4)

Monitoring of the Corrective
Action Process:

1. Monitoring will be conducted
monthly for 4 continuous months
beginning January 2015- April 2015
by the Emergency Department
Nurse Manager at Erlanger East, A
review of 70 cases per month will be
randomly selected to assess for
compliance of appropriate completion
of the new EMTALA Transfer Form
and presence in the medical record
with a minimum of 90% compliance
rate, Ifthis is not met after 4 months
of review, the review of records will
be continued for an additional 4
months until 90% compliance is
achieved, Results will be reported to
the Erlanger Health System Quality
Oversight Committee.

1/2015-4/1015
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last Wednesday (March 26, 2014)...At that tima,
x-rays were taken, which in retrospect showed a
femoral neck fracture that was missed, and the
patient was sent (home)...would then show signs
of significant pain any time his leg was moved or
anytlme he was transferred from bed to
chalr...x-ray of the right hip shows a displaced,
shortened and varus femoral neck fracture, CT
confirms this fracture and also shows
comminution, as well as what appears to be a
Pauwels 1 orientation of the femoral neck
fracture...Patient will likely go to the operating

room tomorrow..."

Lducation;
_Education will be provided to all

emergency staff on the new policy
updates ( EMTALA Transfer
poliecy, EMTALA-Provision of On

Call Caoverage Policy , the new

EMTALA Transfer Form and the
education al power point

presentation), This mandatory

#  education will be distribufed in
notebooks to each Emergeney
Departments in the Erlan ger Health
System. All emergency department

staff including physician and

physician extenders will be
required to read and a cknowledge

by signature understanding of the
new policies and processes by'
12/31/2014

December 31, 2014,

Interview with the Carporate Preparedness/Safety
Officer on May 12, 2014, at 3:00 p.m., ina
conference raom, confirmed Patient #11 was
inappropriately transferred.,

Interview with the Corporate Preparedness/Safety
Officer on May 9, 2014, at 2:40 p.m., ina
conference room, revealed the facllity did not
have current approved EMTALA policies for
Hospital #1 (facility or the East Cam pus) except
for a transfer policy. . Further interview confirmed
the unapproved policy with an origination date of
March 2014 was under review. '

Interview with the ED Medical Director on May 12,
2014, at 11:58 a.m., in a conference toom and

the presence of the Corporate
Preparedness/Safety Officer, revealed EMTALA

policy "verbage Is In our bylaws."
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December 26, 2014

Philip Grimm, MHA

HSDA Examiner

State of Tennessee

Health Services and Development Agency
Andrew Jackson, 9" Floor

502 Deaderick St.

Nashville, TN 37243

RE: Certificate of Need Application CN1412-048
Additional Information

Dear Mr. Grimm;

Thank you for the review of our application to relocate and replace a linear accelerator from
Erlanger Medical Center to Erlanger East. The additional information you requested is enclosed.

We are excited about our plans to modernize our East Campus with this initiative to develop a full
service cancer center and look forward to the review process.

Please let us know if you have further questions or are in need of additional information.
incerely,

( Joseph M. Winick

SeniorVice President
“Planning, Analytics & Business Development

975 East Third Street, Cf}_attanooga, TN 37403 (423) 778-7000 www.erlanger.org
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SUPPLEMENTAL INFORMATION (no. 2a)

Chattanooga-Hamilton County Hospital Authority
D/ B/ A

Erlanger East Hospital

Application To Initiate Radiation Therapy Service
On The Erlanger East Campus
By Replacement & Relocation Of A Linear Accelerator

Currently At Erlanger Medical Center

Application Number CN1412-048

December 26, 2014

ERLANGER HEALTH SYSTEM
Chattanooga, Tennessee
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Supplemental Responses To Questions Of The
Tennessee Health Services & Development Agency

1.) Section A, Applicant profile, Item 10.

The response with the breakout of beds for Erlanger
East and EMC as a whole is noted. As the applicant
mentions, Erlanger East had 2 approved certificate of
need projects (CN0407-047AE and CN0407-067A) that
resulted in an increase from 28 to 113 licensed beds.
While this confirms the 113 licensed beds status, it
appears there is a slight difference in the breakout
by service between the bed complement chart on page 6
of the application and the table from the HSDA staff
summary for CN0407-067A (excerpted below).

Please briefly clarify and/or provide an update about
the breakout of beds by category.

Current Staffed CN0405-047 Proposed Total at
Licensed Beds Approved Completion
Medical 4 4 51 55
Surgical 8 8 17 25
Obstetrical 16 16 7 23
ICU 4 4
Level ITA 6 6
Total 28 28 79 6 113
Source: HSDA staff summary, CN0407-067A
Responge

Level II-A nursery beds are technically classified as
Medical / Surgical beds. These 6 beds were shown
separately in the CON application referenced so that the
Agency could see those beds distinguished for purposes of
the application itself. For purposes of the instant
application, these beds are included in the Medical /
Surgical bed mix.

The OB beds at Erlanger East Hospital have increased
from 16 to 25 currently, 2 more than originally planned.
The original plan for 4 ICU beds remains the same. The
remaining beds [113-(25+4)=84] were divided 1/3 for
surgical and 2/3 for medical, because this was the
traditional utilization ratio for Medical / Surgical beds.

Erlanger East Hospital — Linear Accelerator

CON Application - Supplemental Information — No. 2A -- Page 2 12/26/14 11:41 AM
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2.) 8Section A, Applicant Profile, Item 13.

The response regarding the status of coverage with
United Care of Tennessee for commercial and Medicare
Advantage products is noted. Given the 43% projected
Medicare mix and 23% commercial mix provided on page
20 of your supplemental response, what is the
estimated # of enrollees for the proposed service that
would need to seek services elsewhere from other
providers with linear accelerator units and what
assistance would be available from EMC for same?

Responge
We expect to be under agreement with United Healthcare
of Tennessee. 1In the event that an arrangement is not

reached, United healthcare of Tennessee patients would
still be able to seek care at Erlanger East Hospital,
although they may be considered out of network. If an
agreement is not reached, we estimate that this may impact
approximately 5 Medicare and 7 Commercial patients.

3.) Section B, Project Description, Item B.II.D.

The description of Erlanger East Hospital’s cancer
program is noted. Just to gain some perspective,
review of the Joint Annual Report for EMC revealed 17
inpatient and 848 outpatient for a total of 865
chemotherapy patients in calendar year 2103. Is the
700 estimated chemotherapy patient caseload at
Erlanger East additional to volumes at the main EMC
hospital campus or is some level of shifting expected
in the near future? Please address the impact, if any.

As for surgeries, review of the 2013 JAR revealed
23,870 inpatient and 27,951 outpatient for a total of
51,821 total surgical procedures in CY2013. What was
the approximate percentage of surgeries related to
cancer during the period? Could the projected cancer
surgery caseload mix at Erlanger East be similar to
the historical composition of cancer surgeries at EMC?

Please discuss.

Response

Erlanger East Hospital — Linear Accelerator
CON Application - Supplemental Information — No. 2A -- Page 3 12/26/14 11:41 AM
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The number of chemotherapy patients in following years
will be higher. The infusion center at Erlanger East
Hospital will be staffed by 1 medical oncologist on site
and will see approximately 700 additional patients,
however, not all of them will need chemotherapy. It is
expected that the medical oncology patients originating
from points East of Chattanooga will most likely receive
their care at Erlanger East Hospital. Some shifting of
patients may be expected.

The percentage of surgeries at Erlanger Medical Center
is approximately 9.2% for inpatients and 11.4% for
outpatients. The cancer surgery mix at Erlanger East
Hospital is expected to be primarily outpatient; therefore,
we do not expect it to be similar to Erlanger Medical

Center.

4.) Section B, Project Description, Item II.E l.a - Item 1
And Section C, Economic Feasgibility, Item 1 (Project

Cost Chart).

The response with revised Project Costs Chart
identified %$3,065,941 for the purchase of a Varian
Truebeam unit, $690,345 for a CT simulator and
$1,458,984 for the cost of a 5-year service agreement
for a total medical equipment cost of $5,215,270 as
noted in line A.7 of the revised chart. Review of the
October 2, 2014 vendor quote by Varian Medical Systems
revealed that the cost of a 5 year service agreement
for the unit was missing from the quote. Please
provide documentation such as an addendum to the
vendor quote that supports the linear accelerator
unit’s $1,458,984 service cost. In addition, what are
the amounts included for shipping and taxes in the
revised Project Costs Chart? Please clarify.

Respornse

A copy of the quote from Varian for the Linear
Accelerator maintenance for the 5 year period, as well as a
copy of the total estimate for maintenance which documents
the $ 1,458,984, igs attached to this supplemental
information. Since Erlanger is a governmental unit we are
tax exempt, therefore, no amount was included for taxes.

As to shipping cost, the terms of the quote show “FOB:

Erlanger East Hospital — Linear Accelerator
CON Application - Supplemental Information — No. 2A -- Page 4 12/26/14 11:41 AM
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Destination” (FOB=Free On Board). These terms indicate
that the seller will pay the shipping cost.

5.) Section C, Need, Item l.a (Specific Criteria,
Megavoltage Radiation Therapy).

As requested by HSDA staff on 12/18/14, responses to
the criteria for the proposed service at Erlanger East
Hospital were provided on 12/22/14 as “Additional
Information to Supplemental 1”. Thank you for
providing the additional information. There are a few
questions for clarification that need to be addressed

as follows:

Item l1l.a - It appears that the applicant has
misunderstood the criterion. The criterion applies to
linear accelerators that are not dedicated to
performing SRT and/or SBRT procedures. Please provide
a response for each of the items noted in the question

(items i-iv).

Based on Year 2 projected utilization of 5,500
procedures or approximately 92% of the 6,000 procedure
minimal procedure standard, it appears unlikely that
the proposed unit will reach optimal utilization of
7,688 procedures by Year 3. When does the applicant
expect to achieve the optimal utilization standard for
the unit? Is this consistent with historical
utilization of the 2 existing units at the EMXC’s main
hospital campus? Please explain.

Item 2.a - based on the responses to the 12/18/14
supplemental response, the applicant explained that it
has understated annual utilization in reports to the
HSDA Equipment Registry. The applicant’s revised
linear accelerator volumes compared to current HSDA
utilization data on record are shown in the table

below.
Year Revised Procedures Current Procedures
CN1412-048 as Reported to
(Item 15, HSDA
Supplemental 1)
2011 9,756 8,837
2012 10,134 9,516
2013 9,934 9,519

Erlanger East Hospital — Linear Accelerator
CON Application - Supplemental Information — No. 2A -- Page 5 12/26/14 11:41 AM
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Please revise the historical utilization in both
tables of this item. Important note: in order to
complete our initial review of the application, the
revised linear accelerator procedures with supporting
detail such as a breakout by CPT codes and reasons for
the change must be reported to HSDA. Please contact
Alecia Craighead, HSDA Stat III, to revise the data.

Item 7- HSDA Equipment Registry Reports: as noted
above for Item 2.a. The applicant has reported
different historical utilization for EMC in the
12/18/14 supplemental response to CN0412-048. Please
contact Ms. Craighead to report the new amounts for
2011 - 2013.

Response

Pertaining to Item 1.a, the responses to Criteria For
megavoltage Radiation Therapy Services are attached to this
supplemental information.

Concerning whether the Linear Accelerator at Erlanger
East Hospital will reach the optimal procedure standard of
7,688 procedures, it is difficult to determine. This is
due to population growth in East Hamilton County and a
trend toward a lower volume of fraction treatments per
patient with advances in new technology.

We do expect the minimal threshold of 6,000
procedures to be achieved in year 4. Our forecast of
patients originating from points East of Chattanooga will
increase the patient volume to approximately 305 patients
in year 5. This is a slightly higher volume than Erlanger
would experience if both Linear Accelerators remained on
our main campus.

Pertaining to Item 2.a, the tables showing historical
utilization for the radiation therapy service have been
revised and appear below. We have notified Ms. Craighead
that we will be reporting revised data to her for 2011,
2012 and 2013.

Erlanger East Hospital — Linear Accelerator
CON Application - Supplemental Information — No. 2A -- Page 6 12/26/14 11:41 AM
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ENS -- Ann!ys!é Of Linear Accelerator Utilization In Southeast Tennessee |

Distance | Utilization By

No. Of Total Avg. Proc's From Erlanger Residents Of
County ~  Type Facility Name © Year Lin Ac's  Treatments PerUnit | East Hospital | Sve. Area
|

Hamillon : HOSP |Erlanger Medical Center 2011 2,0 9,766 4,878 9.4 Miles 7,089
Hamillon = HOSP | Memorial Hospital 2011 3.0 19,187 6,398 8.6 Miles 15,220
Hamilton HOSP 'Parkridge Medical Center 2011 2.0 3.672 1,836 8.3 Miles 2,678
Bradiey RAD  Cleweland Regional Cancer Cenler 2011 1.0 6,327 5,327 22,1 Miles 213
McMinn ASTC  Athens Regional Cancer Center 2011 1.0 3,035 3,035 49.5 Miles 104

Tolal >>>>> 2.0 40,977 4,553 25314
Hamilion ~ HOSP | Erlanger Madical Center 2012 2.0 10,134 5,067 9.4 Miles 7,922
Hamiltan HOSP | Memotial Hospital 2012 | 3.0 14.914 4,971 | 8.6 Miles 11,728
Hamilton @ HOSP Parknd_ga Medical Center 2012 2.0 4,120 2,060 8.3 Miles 32
Bradley . RAD Cleweland Reglonal Cancer Center 2012 1.0 5,018 5018 | 22.1 Miles 189
MeMinn ASTC  Athens Reglonal Cancer Center 20312 1.0 217 2,717 48.5 Miles B4

Total >>>>> 9.0 36,903 4000 | 23,144
Hamilton = HOSP  Erlanger Medical Conter 2013 2.0 9,934 4,967 9.4 Miles 7,676
Hamilton = HOSP  Memorial Hospilal 2013 3.0 16,734 5578 | 8.6 Miles 12,839
Hamlllon = HOSP | Parkrdge Medical Center 2013 2.0 3,603 1,847 | 8.3 Miles_ 2,872
Bradley RAD  |Cleneland Reglonal Cancer Center 2013 1.0 5473 5473 | 22.1 Miles
MeMinn ASTC  |Athens Regional Cancer Cenler 2013 1.0 2,732 2732 | 49.5 Miles

Tolal >>>>> 9.0 38,666 4,285 23,337

** NOTE — Per data received from Alecia Craighead at HSDA,
Cleveland Regional and Athens Regional Cancer Centers
were not listed for 2013. Also, Erlanger data has been
restated to reflect a correction in the total procedures.

10 County Tennessee Service Area Historical Utilization

No. Of ====== Total Procedures ======| % Change | 2013 Trmts. Per

Facility . Units 2011 ¢ 2012 | 2013 2011 - 2013 | Unit As % Of Std.
10 County Senice Area | 9 40,977 | 36,903 38,566 -5.9% 55.7%
EMC Main Campus | 2 9,756 ' 10,134 9934 | | 1.8% i 64.6%
EMC As % Of Providers | 22.2% 23.8% 27.5% 25.8% P 8.4% : 116.0%

** NOTE - Erlanger and service area data have been restated to
reflect a correction in Erlanger’s total procedures.

Pertaining to Item 7, we have notified Ms. Alecia
Craighead of the change in reported volumes for the
radiation therapy service at Erlanger Medical Center and
Mr. Mike Lee of the Erlanger Accounting Dept. will follow-
up with to provide more detailed data and information.

6.) Section C, Need, Item 5 (Historical Utiizatiom).

As noted in question 5 above, the applicant has
revised the historical utilization for its radiation
therapy service. The utilization for EMC in the table
provided for the response to this item (page 12)
should be consistent with the applicant’s historical
volumes reported in the 12/18/14 supplemental response
to CN0412-048. Please contact Alecia Craighead to

Erlanger East Hospital — Linear Accelerator
CON Application - Supplemental Information — No. 2A -- Page 7 12/26/14 11:41 AM



SUPPLEMENTAL #2
December 29, 2014
9:46 am

report the changes, and then revise both tables
provided in the response for this item.

Resgonse

The tables showing historical utilization for the
radiation therapy service have been revised and appear
below. We have notified Ms. Craighead that we will be
reporting revised data to her for 2011, 2012 and 2013.

EHS - Analysis Of Linear Accelerator Utllization In Southeast Tennessee |

Distance Utilization By

No. Of Total Avg. Proc's From Erlanger Resldents Of

County Type Facllity Name Year Lin Ac's  Troatments  Par Unit East Hospltal | Sve, Area
Hamillon ~ HOSP  Erianger Medical Center 2011 20 9,756 4,878 9.4 Miles | 7,089
Hamilton HOSP  Memorial Hospital 201 3.0 16,187 6,386 8.6 Miles | 15,229
Hamilton ~ HOSP  Parkridge Medical Center 2011 2.0 3,612 1,826 8.3 Miles 2,679
Bradley RAD  Clewland Regianal Cancer Center 2011 | 1.0 . 5327 5,327 22.1 Miles 213
McMinn ASTC  Athens Reglonal Cancer Center 2011 1.0 3,035 3,035 49.5 Miles 104

Total >>>>> i 9.0 40,977 4,583 25,314
Hamiilton HOSP  Eranger Medical Cenler 2012 2.0 10,134 5,067 8.4 Miles T.922
Hamilton HOSP  Memaorial Hospllal 2012 3.0 14,014 4,971 8.6 Miles. 11,728
Hamlllon HOSP  Parkridge Medicai Center 2012 2.0 4,120 2,060 8.3 Miles 3221
Bradley RAD  Cleveland Reglonal Cancer Center 2012 10 5018 5,018 22.1 Miles | 189
McMinn ASTC  Athens Regional Cancer Cenler 2012 1.0 2,017 217 49.5 Miles 84

Total >>>>> 9.0 138,903 . 4,100 i 23,144
Hamilton , HOSP  Erlanger Medical Center 013 | 2,0 9,934 4,967 9.4 Miles | 7,676
Hamilton = HOSP Memorial Hospitel I 2013 ap 16,734 5,578 8.6Miles | 12830
Hamilton HOSP |Parkridge Medical Center 2013 2.0 3,693 1,847 8.3 Miles 2,822
Bradley RAD  Cleveland Regional Cancer Center 2013 1.0 5473 5,473 22.1 Miles
MeiMinn ASTC |Athens Regional Cancer Cenler 2013 1.0 2,732 2,732 49.5 Miles

Tolal >>>>> [ 80 38,566 4,205 23,337

*% NOTE - Per data received from Alecia Craighead at HSDA,
Cleveland Regional and Athens Regional Cancer Centers
were not listed for 2013. Also, Erlanger data has been
restated to reflect a correction in the total procedures.

10 County Tennessee Service Area Historical Utilization
I

No. Of ====== Total Procedufes ======/ % Change ' 2013 Trmts. Per ’
Facility Unjts | 011 | 2012 : 2013 2011 - 2013 | Unit As % Of Std.
10 County Senice Area | 9 : 40,977 36,903 38,566 -5.9% 55.7%
EMC Main Campus 2 9,756 + 10,134 9,934 1.8% 64.6% i
EMC As % Of Providers | 22.2% | 23.8% 27.5% 25.8% " 8.4% 116.0%

** NOTE - Erlanger and service area data have been revised to
reflect a correction in Erlanger’s total procedures.

We have notified Ms. Alecia Craighead of the change in
reported volumes for the radiation therapy service at
Erlanger Medical Center and the Erlanger Accounting Dept.
will follow-up with to provide more detailed data and

information.

Erlanger East Hospital — Linear Accelerator
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7.) Section C, Economic Feasibility, Item 4 (Historical &
Projected Data Charts).

The Projected Data Chart for the hospital’s radiation
therapy service as a whole that identifies the
utilization and financial performance of EMC’s 2
linear accelerator units at both locations is noted.
Please complete the table below illustrating key
aspects of the EMC radiation therapy service’s
financial performance from 2013 to Year 2 of the

project.
Year Utilization Gross Average Net | NOlasa
Revenue Gross Operating % of
Revenue Income Total
per (NOI) Gross
procedure Operating
Revenue
2013
2014
(estimated)
Year 1
Year 2
%  Change
"13 to Year 2
Regponse

The revised data table appears below.

Average Gross Charge Trend - EMC Radiation Therapy Service

' NOI As %
No. of : EMC Rad. Average Avg. Gross | Net Of Total
i Linear Accel. Therapy Gross | Charge Per Operating Gross
Year Units Treatments Revenue | Treatment | Income  Oper. Rev.
2011 : 2 9,756 10,187,232 | 1,044 ] 571,584 5.6%
2012 f 2 10,134 9,856,589 973 532,697 5.4%
2013 2 i 9,934 8,225,632 828 | 385,712 4.7%

% Change - 2011-2013 ' i 18% 19.3% | -20.7% I -325% @ -16.1%
2014 - Estimated 2 9,559 9,595,231 1,004 | 782,682 8.2%
2015 - Projected 2 9,747 | 10,079,568 1,034 | 806,889 8.0%

Year 1 2 10,604 12,672,270 1,195 | 206,994 1.6%
Year 2 2 11,330 13,821,266 1,220 20,404 0.1%
% Change - 2013-Year 2/ 14.1% 68.0% L 47.3% -94.7% -97.9%

Erlanger East Hospital — Linear Accelerator
CON Application - Supplemental Information — No. 2A -- Page 9 12/26/14 11:41 AM
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8.) Section C, Economic Feasibility, Question 5.

The gross revenue amounts and in the table provided in
the response for this item are different (and lower)
than the amounts provided on page A-12 of the
Projected Data Chart for the EMC radiation therapy
service. As a result, the average Year 1 and Year 2
gross charges in the table provided in the response
are lower than the amounts that follow from the
Projected Data Chart ($1,195 in Year 1 and $1,220 in
Year 2). Please make the necessary revisions and
changes to the gross revenue and average gross charge
columns of the table such that the amounts are
congistent with the Projected Data Chart provided in
Supplemental 1.

Response

The revised data table appears below.

Average Gross Charge Trend - EMC Radiation Therapy Service

No. of EMC Rad. Average Avg. Gross |
Linear Accel. Therapy Gross Charge Per
Year ; Units Treatments  Revenue Treatment
2011 2 ? 9,756 |, 10,187,232 1,044
2012 2 10,134 9,856,589 973
2013 2 9,934 8,225,632 828
: % Change - 2011-2013 ; 1.8% -19.3% -20.7%
2014 - Estimated 2 9,659 ¢ 9,695231 | 1,004
2015 - Projected 2 9,747 © 10,079,568 1,034
Year 1 2 10,604 12,672,270 1,195
Year 2 2 11,330 13,821,266 | 1,220
% Change - 2013-Year 2  141%  68.0% 47.3%

9.) Section C, Economic Feasgibility,
Questions 6.A And 6.B.

The response is noted. For Item 6.A, please also
compare the proposed charges by procedure
classification provided on pages A-13 and A-14 to the
current Medicare Allowable fee schedule.

Erlanger East Hospital — Linear Accelerator
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Response

The detail charges related to the radiation therapy
service with comparative data to the Medicare Allowable Fee
Schedule isg attached to this supplemental information.

10.) Section C, Economic Feasibility, Item 9.

The response is noted. Please show the total gross
revenue amounts for EMC’s service in Year 1 by payor
mix in the table below. Please note that the projected
payor mix should be based on 2 units in operation
during the first year of the project - 1 at EMC’s main
campus & 1 at Erlanger East)

EMC'’s Radiation Therapy Service Payor Mix, Year 1
Payor Source | Year 1 EMC total as a % of total gross
gross revenue revenue

Medicare
Tenncare

Managed care
Commercial
Self-Pay
Other

Total

RGSQOHSG

The table information requested is below.

'EHS 'siRédl"a;ﬁQn Therapy .S(e_(\(ic'e Payor Mix - Year 1

L AsA%of

- | Year1EHS |  Total
Payor Source | Gross Revenue | Gross Revenue

‘Medicare 5,461,748 ' 43.1%
TennCare 1,571,361 12.4%
Managed Care 1,938,857 | 15.3%
'Commercial 2,863,933 | 22.6%
.Self-Pay _ 278,790 2.2%
'Other ' 557,581 ; 4.4%
Total 12,672,270 100.0%

Erlanger East Hospital — Linear Accelerator
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11.) Section C, Contribution To Orderly Development,
Item 7.C.

The plan of correction on pages A-17 - A-50 is noted.
However, acceptance of the POC by an authorized
representative of the Department of Health appears to
have been omitted from the response. Please provide

the documentation.

Regponse

A copy of the acceptance letter from the Centers For
Medicare & Medicaid Services is attached to this
supplemental information.

Evlanger East Hospital — Linear Accelerator

CON Application - Supplemental Information — No. 2A -- Page 12 12/26/14 11:41 AM
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AFFIDAVIT
STATE OF TENNESSEE |
!
COUNTY OF HAMILTON |
NAME OF FACILITY Erlanger East Hospital
I, Joseph M. Winick , after first being duly

sworn, State under ocath that I am the applicant named in
this Certificate of Need application or the lawful agent
thereof, that I have reviewed all of the supplemental

information submitted herewith, and that it is true,

Yol (S

\\SIGNATURE T

accurate, and complete.

e

SWORN to and subscribed before me this 23 of

Yecember , 2014, a Notary Public in and for the
Month Year

State of Tennessee, County of Hamilton.

NOTARY PUBLIC “HW”W”m&
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Standards & Criteria For
Megavoltage Radiation Therapy Services

1.) Utilization Standards For MRT Units.

Linear Accelerators not dedicated to performing’

a.
SRT and/or SBRT procedures:

Full capacity of a Linear Accelerator MRT
unit is 8,736 procedures, developed from the
following formula: 3.5 treatments per hour,
times 48 hours (6 days of operation, 8 hours
per day, or 5 days of operation, 9.6 hours
per day), times 52 weeks.

it

Response

Concerning whether the Linear Accelerator at
Erlanger East Hospital will reach the optimal procedure
standard of 7,688 procedures, it is difficult to determine.
This is due teo population growth in East Hamilton County
and a trend toward a lower volume of fraction treatments
per patient with advances in new technology.

Linear Accelerator Minimum Capacity: 6,000
procedures per Linear Accelerator MRT Unit
annually, except as otherwise noted herein.

ii.

Res ponse

While the Linear Accelerator at Erlanger
East Hospital is not estimated to meet the minimum capacity
of this criterion in years 1 and 2; it is estimated to
reach that threshold in year 4.

iii. Linear Accelerator Optimal Capacity: 7,688
procedures per Linear Accelerator MRT Unit
annually, based én a 12% average downtime
per MRT unit during normal business hours

annually.

Response
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Concerning whether the Linear Accelerator at
Erlanger East Hospital will reach the optimal procedure
standard of 7,688 procedures, it is difficult to determine.
This is due to population growth in East Hamilton County
and a trend toward a lower volume of fraction treatments
per patient with advances in new technology.

iv. An applicant proposing a new Linear
Accelerator should preject a minimum of at
least 6,000 MRT procedures in the first year
of service in it’s Service Area, building to
a minimum of 7,688 procedures per year by
the third year of service and for every year
theresafter.

Response

While the Linear Accelerator at Erlanger
East Hospital is not estimated to meet the optimal capacity
of this criterion, it should be noted that this is a
replacement unit; not a “new” unit that is being added to

the service area.

[ End Of Responses To Standards & Criteria For Megavoltage Radiation
Therapy Services — 2011, Item l.a, pages 24-30. ]
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Department of Health & Human Services
Centers for Medicare & Medicaid Services
61 Forsyth Street, SW, Suite 4T20

Atlanta, Georgia 30303-8909

- ...T i
i CEeT BT S \-_-..I V==
TR CENTERS FOR MEDICARE & MEDICAID SERVECES

CONSORTIUM FOR QUALITY IMPFROVEMENT
AND SURVEY & CERTIFICATION OPERATIONS

Reference M:2014 Erlanger Med.Ctr.440104.C0.No0.33779.11.18.14.accept.poc

December 8, 2014

Mr. Kevin Spiegel, CEO
Erlanger Health System

975 E. 3™ Street

Chattanooga, Tennessee 37403

RE: Erianger Health System

CMS Certification Number (CCN) 44-0104
EMTALA Complaint Control Number: TN0O0033779

Dear Mr. Spiegel:

I am pleased to inform you that the plan of correction for Erlanger Medical Center
Hospital has been reviewed and found to be acceptable.

When the Tennessee State Agency has determined that the noncompliance with EMTALA
requirements has been corrected during their revisit, CMS will withdraw its current termination action.
Failure to correct the deficient practice by February 16, 2014, will result in the termination of your

Medicare provider agreement.

A copy of this letter is being forwarded to the Tennessee State Agency.
We thank you very much for your cooperation and look forward to working with you on a

continuing basis in the administration of the Medicare program. Please contact our office
if you have any questions and speak with Rosemary Wilder at 404-562-7452 or email:

rosemary.wilder@cms.hhs.gov.

Sincerely yours,

Sandra M. Pace
Associate Regional Administrator

cc: North Carolina State Agency
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Charge CPT Primary Medicare
Cede Description Code Price OPPS Rate
40000046 B 6-10 MEV-COMPLEX TREATMENT 77415 575.02 OPPS - Not Payable
40000051 B 6-10 MEV-INTERM TREATMENT 77408 445.00 177.31
40000069 B 6-10 MEV-SIMPLE TREATMENT 77403 382.00 96.14
40000077  C 11-18 MEV-COMPLEX TREATMENT 77414 575.00 177.31
40000085 C 11-19 MEV-INTERM TREATMENT 77409 445.00 177.31
40000093 C 11-19 MEV-SIMPLE TREATMENT 77404 382.00 96.14
40000101 D >=20 MEV-COMPLEX TREATMENT 77416 575.00 177.31
40000119 D >=20 MEV-INTERM TREATMENT 77411 445.00 177.31
40000127 D >=20 MEV-SIMPLE TREATMENT 77406 382.00 177.31
40000135  TX DEVC BLOCK-COMPLEX 77334 818.00 196.86
40000143  TX DEVC BLOCK-INTERM 77333 628.00 196.86
40000160  TX DEVC BLOCK-SIMPLE 77332 628.00 196.86
40000192  TX DEVC-SPECIAL-INTERMEDIATE 77333 628.00 196.86
40000226  DOSIMETRY-BASIC 77300 404.00 105.72
40000259 DOSIMETRY-TLD 77331 393.00 105.72
40000267  TX DEVC - IMMOBLIZATION 77334 818.00 196.86
40000275  INTERSTL APPL-COMPLEX 77778 2790.00 920,18
40000283 INTERSTL APPL-INTERMEDIATE 77777 2698.00 333.15
40000291 INTERSTL APPL-SIMPLE 77776 2698.00 333.15
40000309 INTRACAV APPL-COMPLEX 77763 1125.00 333.18
40000317  INTRACAV APPL-INTERMEDIATE 77762 1125.00 333.15
40000325 INTRACAV APPL-SIMPLE . 77761 1125.00 333.15
40000333 ISOPLAN BRACHY-COMPLEX 77328 1626.00 287.12
40000341 ISOPLAN BRACHY-INTERMED 77327 1354.00 287.12
40000358  ISOPLAN BRACHY-SIMPLE 77326 1084.00 105.72
40000366 ISOPLAN TELE-COMPLEX 77315 1061.00 287.12
40000374 ISOPLAN TELE-INTER 77310 729.00 105.72
40000382  ISOPLAN TELE-SIMPLE 77305 581.00 105.72
40000390 ISOPLAN TELE-SPECIAL 77321 1122.00 287.12
40000408  LOCALIZATION FILM 77417 139.00 OPPS - Not Payable
40000416  OCULAR THERAPY 77789 52.00 177.31
40000424 PHYSICS-CONT. RADIATION 77336 451.00 105.72
40000432 PHYSICS-SPEC. CONSULT 77370 528.00 105.72
40000440  SIMULATION, COMPLEX 77290 1682.00 28712
40000457  SIMULATION, INTERMEDIATE 77285 1357.00 287.12
40000465  SIMULATION, SIMPLE 77280 864.00 105.72
40000606  BRACHYTHERAPY HANDLING 77790 276.00 OPPS - Not Payable
40000871 SIM-3-D GUIDED 77295 7282.00 955.68
40000689  SPECIAL-BRACHYTHERAPY 77470 1548.00 381.04
40000697  SPECIAL-COMBINATION RT/CHEMO 77470 1548.00 381.04
40000705  SPECIAL-CONFORMAL MANAGEMENT 77470 1548.00 381.04
40000721 SPECIAL-HYPERFRACTIONATION 77470 1548.00 381.04
40000747  SPECIAL-STEREOTACTIC RADIOSURG 77470 1548.00 381.04
40000754 SPECIAL-TIME CONSUMING PROCEDU 77470 1548.00 381.04
40000788  CT GUIDANCE,RAD THERP FLDS 77014 1360.00 OPPS - Not Payable
40000804  OMNIPAQUE 240 Q9966 4.30 OPPS - Not Payable
40000820  OUTPATIENT VISIT LEVEL 1 - NEW 99201 135.00 OPPS - Not Payable
40000838  OUTPATIENT VISIT LEVEL 2 - NEW 99202 178.00 OPPS -~ Not Payable
40000846  OUTPATIENT VISIT LEVEL 3 - NEW 99203 245.00 OPPS - Not Payable
40000853  OUTPATIET VISIT LEVEL 4 - NEW 99204 360.00 OPPS - Not Payable

40000861 OUTPATIENT VISIT LEVEL 5 - NEW 99205 443.00 OPPS - Not Payable
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Charge CPT Primary Medicare
Code Description Cade Price OPPS Rate

40000879  OUTPATIENT VISIT LEVEL 1 - EST 99211 135.00 OPPS - Not Payable
40000887  OUTPATIENT VISIT LEVEL 2 - EST 99212 178.00 OPPS - Not Payable
40000895  OUTPATIENT VISIT LEVEL 3 - EST 99213 245.00 OPPS - Not Payable
40000903  OUTPATIENT VISIT LEVEL 4- EST 99214 360.00 OPPS - Not Payable
40000911 OUTPATIENT VISIT LEVEL 5 - EST 99215 443.00 OPPS - Not Payable
40001067  IODINE-125 NON STRND BRACHY SD C2639 0.00 37.36
40001083 HDR AFTERLOAD 2-12 CHANNELS 77786 1948.00 676.65
40001117  PLANNING IMRT 77301 4287.00 955.68
40001125 DELIVERY DOSE IMRT 77418 2215.00 470.71
40001133 HDR AFTERLOAD >12 CHANNELS 77787 1948.00 876.65
40001141 SRS TREATMENT DELIVERY 77372 6938.00 3311.93
40001166  VAGINAL RADIOGRAPHIC MARKER 25.00 0.00
40001174  RECTAL RADIOGRAPHIC MARKER 25.00 0.00
40001224 ECHO GUIDANCE RAD FIELDS 76950 108.00 OPPS - Not Payable
40001240  BRACHY CATHETERS C1728 168.00 OPPS - Not Payable
40001265 BRACHTHERAPY SOURCE HDR IR 192 C1717 556.00 256.58
40001299  CT GUIDED LOC STEREO 77011 856.00 OPPS - Not Payable
40001307  INS UTERINE TNDM/VAGINAL OVOID 57155 930.00 1268.1
40001315  HDR AFTERLOAD 1 CHANNEL 77785 1621.00 - 676.65
40001323 MLC DEVICE(S) IMRT TX 77338 606.00 287.12
40001331 INS VAG RAD AFTLD APPARATUS 57156 537.00 174.68
40010019  GLUCOSE FINGER STICK 82962 40.00 OPPS - Not Payable
40010027  VENOUS PHLEBOTOMY FEE 36415 20.00 OPPS - Not Payable
40010035 TRANSFUSION BLOOD OR BLD COMP 36430 552.00 262.96
40010043  STEREOTACTIC XR GUIDANCE 77421 316.00 OPPS - Not Payable
40010050  SBRT/FX 1 OR GRTR INC IMG GUID 77373 3313.00 1771.67

77293 863.00 . OPPS - Not Payable

40010068

RESP MOT MGMT SIMUL ADD ON
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East Linear Accelerator Service
Support Budget Estimate.
ltem Year 1 Year 2 Year 3 Year 4 Year5
Varian TruBeam $18,000 50 S0 S0 S0
Varian TruBeam
$0| $255,994| $255,994| $255,994| $255,994
Siemens Somatom Definition '
AS20 CT $9,000 $0 S0 $0 $0
Siemens Somatom Definition
AS20 CT $68,146| $68,146| $68,146 $68,146
Siemens Syngo Multimodality $6,456 $6,456 $6,456 $6,456
Laser Marking System $4,200]  $4,200|  $4,200]  $4,200
CT Injector $4,000f $4,000f 54,000 $4,000
DoseView 3D Annual Software &
DoseView 3D Annual Hardware
$7,450| $7,450| $7,450 $7,450
PiPSpro Annual Software
Maintenance Main + Additional
$500 $500 $500 $500
1 Year Software Technology
Upgrade Guarranty $6,000 $6,000 $6,000 $6,000
Clinical Engineering Net New
Support Hours, East Travel $3,000f $4,500 $4,500 $4,500 $4,500
Totals $30,000| $357,246| $357,246| $357,246| $357,246

Total >>>>>| $1,458,984]

December 29, 2014
9:46 a%l
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medical systems

Quotation Prepared For:

Tony Dotson
ERLANGER MEDICAL CENTER
Radiation Oncology

Regional Cancer Center

975 East 3rd Street

Chattanooga, TN 37401

(423) 778 - 7339 FAX: (423) 778 - 3168

SUPPLEMENTAL #2
December 29, 2014 A-7
9:46 am

GRB20141008-001

Please address inquiries and replies fo:

Glenn R. Barrow

Varian Medical Systems

2250 Newmarket Parkway

Suite 120

Marietta, GA 30067

(404) 229 - 5284 FAX: (678) 255 - 3850
glenn.barrow@varian.com

Your Reference.

Quotation Valid Until: March 13, 2015

Comments:

Attachment 1 Service Level Specifications

Attachment 2 Quotation Details

Attachment 3 Legal Specifications

Covered Equipment and Services
TrueBeam - Essentials

Customer Representative:

Signature:

Varian Representative:

Name:

Name: Glenn R. Barrow

Title:

Title: District Sales Manager

Date:

Date: October 8, 2014

Payment Terms - Net 30 days from invoice date

GRB20141008-001 - Page 1 of 27
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SISt ERLANGER MEDICAL CENTER, Chattanooga, TN

Item Support Description Price

Section 1 TrueBeam - Essentials

PremierAssurance Essentials
The PremierAssurance Essentials Service Level Agreement (SLA) provides you with a
comprehensive solution to meet your needs and keeps your equipment continuously under Varian

care.

- PMI Non-Standard Hours
Varian will perform the full program for the Periodic Maintenance Inspections (PMI) annually, in
accordance with Varian recommendations. The PMI will be performed during Varian's standard or
non-standard business hours on weekdays at mutually agreed upon dates and times. The quantity
and frequency of the inspections will depend on the system configuration.

- Uptime Performance Guarantee 97%
Varian guarantees that the covered system described at the end of this section will achieve an
uptime of 97% or better. Guidelines for calculating uptime are provided in Attachment 2.

- Mandatory Upgrades Coverage
Vearian will perform all mandatory safety and reliability modifications for the covered equipment
during standard business hours at mutually agreed upon dates and fimes.

- Opt Firmware and Console Software Upgr
Varian will provide all optional upgrades to software embedded or installed on the treatment delivery
systems, its sub components (i.e. MLC, KV — MV imager, CBCT, OBI, Respiratory Gating) and all

treatment consoles for the covered equipment.

Upgrades will be performed only when they become necessary due to an upcoming Varian OIS or
TPS upgrade, in order to get the delivery system compatible with the prospective OIS or TPS

version.

Varian may install upgrades remotely or on-site. Firmware and console software upgrades will be
performed during standard business hours at mutually agreed upon dates and times unless a
non-standard hours coverage option has also been purchased.

- Discounted Labor Rates
This entitles the Customer to a discount from the published standard labor rate for any service
performed that is not covered under the Service Level Agreement.

- Comprehensive Parts Coverage
Varian will provide all parts necessary to keep the covered equipment functioning normally,/including
all glass parts, vacuum parts, X-ray tubes and imaging panels but excluding consumables as

defined in Attachment 2.
- NFO and Special Freight Handling
Varian will undertake every business effort to transport the parts to customer site as fast as
reasonably possible.
- Discounted Parts Pricing
This entitles the Customer to a 10% discount from list price for parts purchased that are not covered

under the Service Level Agreement.

GRB20141008-001 - Page 2 of 27
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medical systems ERLANGER MEDICAL CENTER, Chattanooga, TN

Item Support Description Price

B Coverage For Selected Tx Room Components
Varian will provide coverage for selected non Varian manufactured equipment and parts that are part
of the treatment room environment. Covered treatment room components are listed in Attachment

2.
- OSL Non-Standard Hours

Varian will provide on-site field service support for the covered equipment during standard and
non-standard business hours for issues that cannot be resolved by felephone or through remote

support over SmartConnect®.
- On-site Emergency Labor (OSEL)
Varian will provide on-site emergency field service support for the covered equipment for issues that

cannot be resolved by telephone or through remate support SmartConnect®. Emergency field
service support includes non-standard business hours coverage, only to the extent the number of

such visits remains within Varian’s customary practice.

To qualify as an emergency service event, Customer must declare the equipment “down,” cease
treatment and make the equipment available to Varian service personnel immediately.

- Discounted Training
This entitles the Customer to a 30% discount from list price on all available Varian classroom
trainings or training credits published in the Varian sales catalog, in any Varian training facility

available worldwide.

- Remote Access
Varian will provide remote diagnostics and support during standard business hours for service of a
defect or an error that cannot be resolved by telephone or e-mail.

B Help Desk Support Technical (HDST)
Varian’s help desk specialists will provide technical support for the covered equipment over
telephone and e-mail during standard business hours.

- Unlimited Help Desk Sup. Clinical (HDSC)
Varian's help desk specialists will provide clinical product support for the covered equipment over
telephone and e-mail during standard business hours.

- Remote Access Discount

- Point of Sale Discount
Customer is entitled to a Point of Sale (POS) discount if this Service Level Agreement (SLA) is
purchased at the point of equipment sale. A minimum duration of 3 years is required to qualify for

this discount.

Coverage under a Point of Sale SLA will commence upon the expiration of the warranty on the

covered system.
Covered Equipment

TrueBeam Serial Number: TBD

MLC 120 Serial Number: TBD

GRB20141008-001 - Page 3 of 27
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Siyisite ERLANGER MEDICAL CENTER, Chattanooga, TN

ltem Support Description Price

MV Imager Serial Number: TBD

KV Imager Serial Number: TBD
Rapid Arc Serial Number: TBD
Optical Imaging Serial Number: TBD

Agreement Total $ 2,303,946

End of Support: Varian may terminate the Agreement at the end of support of the Product that is the object of the Support
Services by giving twenty-four (24) months written notice to the Customer. However, Varian may shorten
this notice period in its sole discretion if termination is required due to key component obsolescence
issues or product quality concerns.

GRB20141008-001 - Page 4 of 27
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ERLANGER MEDICAL CENTER, Chattanooga

Grand Total: $2,303,946.00

Annually Year 1 Year 2 Year 3 Year 4 Year 5
1. TrueBeam - Essentials $255,994.00 '$255,994.00 $255,994.00 $255,994.00 $255,994.00
$255,994.00 $255,994.00 $255,994.00 $255,994.00 $255,994.00
Annually Year 6 Year7 Year 8 Year 9
1. TrueBeam - Essentials $255,994.00 $255,994.00 $255,994.00 $255,994.00
$255,994.00 $255,994.00 $255,994.00 $255,994.00

Payment Terms - Net 30 days from invoice date

GRB20141008-001 - Page 5 of 27
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General Conditions for PremierAssurance Essentials and Elite contracts for Delivery
Systems

1. Customer Responsibilities/Pre-requisites/Exclusions

Remote Access for Software Support:

Customers must have a Remote Service (SmartConnect) connection enabled in order to receive
remote service and help desk support. The SmartConnect tool is provided by Varian as part of
this agreement. Varian may install upgrades and updates remotely. If a remote connection is not
provided or the type of remote connection does not allow the use of SmartConnect, Varian
reserves the right to charge the customer for any additional labor and travel expenses associated
with performing services including upgrade installations on-site. Costs for any additional software
and hardware associated with providing the connectivity for this remote connection are the

Customer’s responsibility.

Additional Hardware:
Unless otherwise agreed, the Customer is responsible for purchasing any additional hardware,

network capacity, or other system components that have been identified by Varian as being
required to install and operate any upgrade or purchasable option. Varian shall not be required to
install or support any upgrade release or purchasable option if the Customer has not obtained the

required hardware, network capacity and other system components.

Clinac Hardware Anti Obsolescence Protection:

If this entitlement is included in the contract, the customer will receive upgrades or replacements
to the covered computer hardware within the contract period if the covered hardware does not
meet the minimum specifications required to install an upgrade. The option covers all the
computer hardware associated with the Treatment Delivery System, its sub components including
the MLC, KV — MV imager, CBCT, Respiratory Gating and all treatment consoles. In the absence
of this option, the customer is responsible for ensuring their computer hardware meets the
specified requirements in order to receive the software upgrade. Please refer to the Varian Web
Site (www.varian.com/hardwarespecs) for information on the current hardware specifications

necessary to support the new software upgrade.

2. Renewals in the event of lapse in coverage

The SLA may be renewed, at Varian’s sole discretion, for a maximum périod of one year in the event of a
lapse in contract coverage between the expiration of the original contract and the signing of a renewal.
The renewal price will be based on the customer’s configuration at the time of renewal and will include
any additional components, licenses or add-ons that were not part of the original SLA or were not added
to the SLA during its original term. Renewals will be based on Varian’s most current support contract

pricing.
3. Contract Uplifts

This SLA price will be increased to refiect the incremental value of any additional sub-equipment, features
or “Purchase Options” acquired during the period of the contract. This contract increment will go into
effect at the end of the warranty period at a pro-rated charge that will be ¢alculated based on the number
of months remaining from the end of the warranty until the anniversary date of the Agreement.

SLA001001002/ SLA001001003pRE2IS1TB1@12+ Srs©6 087013 V 01
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4. Installation Note

The lead time for the installation of upgrades may vary. Please confirm availability and installation timing
of the Upgrade with your Varian representative.

5. Contingencies

This Agreement is contingent on the customer meeting all pre-requisites and fulfilling all customer
responsibilities identified in this quotation and in the accompanying documentation.

6. Validity of Quote

The PremierAssurance Agreement presented in this quotation is valid only for the listed items described
in this quotation and will expire on the date identified on the cover sheet of this quotation.

SLA001001002/ SLA001001003FRBE2AIS1UE1012f Sas@d v6871013 V 01
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| Definitions for Uptime 97%

The uptime statistics will be evaluated for each successive 12-month agreement period. Should
the system fail to achieve the required uptime of 97%, and the failure is attributable to Varian,
then the following year’s support agreement will be adjusted according to the schedule below.

97.0-100.0

95,5 - 96.9
95.4 and LOWER

1. Prerequisites for an “Uptime Performance Guarantee” are
a. The remote service product “Smart Connect” must be installed, and its full

functionality must be enabled including granting access to Varian remote service
personnel via a fast internet connection.
b. All spare parts must be purchased from Varian and assembled by a certified

Varian engineer.

2. The reduction in the agreement fee constitutes the sole and exclusive remedy for failure
to meet the 97% uptime performance guarantee. Should the customer elect not to
purchase a subsequent support agreement, the 97% uptime guarantee will not apply.

3. Uptime will be calculated using the following formula:
UPTIME = BASIS - DOWNTIME x 100
BASIS

BASIS - Total treatment hours less total scheduled maintenance hours performed during
normal business hours. Scheduled maintenance includes modifications, upgrades,
planned maintenance, or any other mutually agreed upon discretionary service activity.

Total treatment hours definition:

o Correspond to the standard office hours of the local Varian office
e Maximum 9 hours per day and 5 working days per week

DOWNTIME - The period of time in hours (calculated to the nearest 15 minutes) during
which the Oncology system is inoperable to the point that it cannot be used for clinical
purposes.

Downtime will be calculated based on the Varian dispatch reports and a review of
service activity as described in the required Electronic Field Service Reports. Downtime
will commence when the customer notifies Varian’s Customer Service Center that the

system is inoperable and available for service.

CSG001001003 GRB20141008-001 - Page 8 of 27 vV 02
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Downtime ends once repairs are completed and the Oncology system is again available
for clinical use. “Hours that are outside of the window established by the BASIS defined

above are excluded from calculation of downtime.”

4. During the agreement period, Varian will, at mutually agreed upon intervals, meet with
the customer to review machine performance and downtime statistics.

5. Downtime as a resulit of circumstances beyond Varian's control, including but not limited
to, acts of God, negligence, misuse, power and environmental failures, will be excluded

from the calculations.

6. The uptime guarantee will remain in effect as long as the Oncology system is
continuously supported by the selected Service Level Agreement.

CSG001001003 GRB20141008-001 - Page 9 of 27 VvV 02
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| Coverage for selected Tx Room components

CCTV monitors and cameras
Lasers for patient positioning
e [ntercom system

In- Room Monitors

CPP001001009 GRB20141008-001 - Page 10 of 27 V 01
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] Labor Rates

Standard Hours Non-Standard Hours

Customer Support Representative® $385/hour $580/hour

(2-hour minimum)

Product Support Engineer/Product Specialist*  $580/hour $870/hour
(2-hour minimum)

Applications & Clinical Help Desk Support™ $385/hour $580/hour
(30-minute minimum)

On-Site Applications Support $5,000/day $10,000/day

(2-day minimum, includes travel)
*On-site, remote (off-site) support or travel

Any involvement of a Product Support Engineer or Product Specialist requires the presence of the local
Customer Support Representative and will be invoiced accordingly, unless previous arrangements are
made between the local District Customer Support Manager and Customer Representative.

Unless a Non-standard hours coverage option is included in the selected Service Level Agreement,
Customers may request that service be performed during Non-Standard hours and authorization to
approve Customer's request lies solely with the respective District Service Manager. Where such
requests are approved, Customer will be invoiced at the Standard Hours rate with a 20% discount. The
billing rates for Non-Standard hours service for Customers with a Varian Service Level Agreement (SLA)
is $308/hour for a Customer Support Representative and $464 per hour for a Product Support

Engineer/Product Specialist.

All rates are subject to change without prior notification.

Working Hours

“Standard Hours” (formerly “Normal Hours") are from 8 A.M. to 5 P.M. on Mondays through Fridays, not
including Varian holidays

“Non-Standard Hours” (formerly “Non-Normal Hours”) are from 5 P.M. to 8 A.M. (following day), Sunday
through Saturday, including Varian holidays

List of U.S. Holidays I

New Year's Day
Presidents' Day

Good Friday

Memorial Day
Independence Day
Labor Day
Thanksgiving Day

Day after Thanksgiving
Christmas Holiday 1

0. Christmas Holiday 2

NO oA WD

S ©e®

Form MGM 1582H 12/2013
© 2011 Varian Medical Systems, Inc.
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| Legal Specifications [

This section contains legal Terms and Conditions governing this Service Level Agreement.

Form RAD1652U — Terms and Conditions of Sale

Form RAD10203 — Service Support Datasheet
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@
ﬁ 7 A R A N VARIAN MEDICAL SYSTEMS, INC.
3100 Hansen Way, Palo Alro, CA 94304

medical systems (“Varian”)

Terms and Conditions of Sale

Form RAD 1652U 12/11
VARIAN MEDICAL SYSTEMS, INC. (“Varian”)

GENERAL TERMS
These General Terms shall apply to all Products and Services sold by Varian to Customer under this Agreement.

1. Applicable Terms and Conditions

These Terms and Conditions of Sale, including any exhibits, schedules, addenda, and other attachments (collectively, the “Agreement”), shall
govern Variars furnishing of all products (“Products”), including hardware products manufactured by Varian (“Varian Hardware™), third
party hardware products that are integrated into a Varian Product (“Non-Vatian Hardware”) (Varian Hardware and Non-Varian Hardware
are collectively refetred to as “Hardware Products’ "), application software products created or licensed by Varian under the Software Section
or provided to Customer by Varian under the terms of the Support Section (“Varian Software”), third party software products that are not
integrared into a Varian Product (“Non-Varian Software”) (Varian Software and Non-Varian Software ate collectively referred to as “Software
Products™), Varian warranty work and services provided under the datasheet accompanying the Quotation (“Datasheet”) and the Support
Section and interface development and other customized service work provided under the Professional Services Section (“Varian Services”),
and third party services (“Non-Varian Services”) (Varian Setvices and Non-Varian Services ate collectively referred to as “Services”), each
identified in the applicable Varian quotation (“Quotation”) issued to the customer identified in such Quotation (“Customer”). While Varian
may acknowledge receipt of a purchase arder issued by Customer by signing and returning it, any Customer terms and conditions in any
specific order documentation, preprinted or otherwise, shall be inapplicable and shall not modify this Agreement. If an carlier revision of a
Quotation is signed, subsequent unsigned corrections of the Quotation shall apply upon agreement of the parties.

2. Quotations and Prices

(2) A Quotartion shall expire at the end of the period identified in the Quotation, or if none is stated in the Quotation, the Quotation shall
expire sixty (60) days from the date of issuance. A Quotation to a non-U.S. Customer shall be considered a solicitation for an offer to purchase.
(b) Varian's prices exclude, and Customer shall be responsible for, all taxes or levies of whatever nature arising out of or in connection with
this Agreement, including the sale, delivery, ownership, or use of the Products or performance of the Services, but excluding taxes based on
Varian’s net income and the Medical Device Excise Tax, if applicable. If Customer asserts that any transaction under this Agreement is tax
exempr, Customer shall provide to Varian a tax or levy exemption certificate acceptable to the taxing or levying authority. (c) Varian's
acceptance of any order and Varian's performance are expressly conditioned upon Customer's compliance with all applicable codes, regnlations,
and recommendations of competent health or radiation-protection authorities affecting Products or installation and use of the Products,
including obraining all required permits, and Varian's approval of Customer’s credit. Where applicable, Customer acknowledges that Varian
‘has notified Customer that there are regulatory requirements associated with possession and use of radiation-generating devices. Prior to
installation of a radiarion-generating device Customer must apply for and obtain approval for installation of the device from the appropriate
local and/or state radiological regulatory agency and must provide Varian with a copy of the approval form to verify that the required
authorization has been obtained prior to the transfer of the radiation-generating device. (d) Customer shall disclose the dollar value of any
discounts ot reductions in price for the Products and Services furnished by Varian in Customer’s costs claimed or charges made to Medicare,

Medicaid, and any other federal, state, or local program providing reimburtsement to Customer.

3. Payment

3.1. Product Orders. The payment schedule and payment terms are set forth in the Quotation, provided, howeves, that if a Product is not
installed within six (6) months after delivery to Customer and such delay is not due to the fault of Varian, then all remaining unpaid
balances shall become immediately due regardless of the payment schedule in such Quotation. Varian may charge interest for past due
balances at a rate of the lesser of one percent (1%) per month or the maximum amount permitted by applicable law. For partial
shipments, Products will be billed when shipped (for example, if Customer orders two linear accelerators on one Quotation to be
installed on different dates, then Varian may bill as st forth in the Quotation when the first accelerator and accessories are installed).
Except as set forth in the Quotation or otherwise agreed upon by the parties, all reasonably undisputed amounts invoiced shall be due
and payable within thirty (30) days of the date of invoice. Varian may cancel or delay delivery of Products when Customer’s payments
are late under any orders with Varian. Varian shall retain a purchase money security interest in all Products and the proceeds thereof
until Customer has made payment in full to Varian of all sums due, including late fees and collection costs. Customer agrees to execute
any financing statements or other documents requested by Varian, which may be reasonably necessary to perfect such security interest.

Service Orders. Services fees for work not covered by warranty or support will be invoiced periodically in advance, as set forth in the
Quotation. If Customer is paying for Services on a time and materials basis, labor charges and expenses, including travel expenses, will
be invoiced as such Services are rendered or expenses are incurred, at the rates specified in the Quotation or as set forth in Form MGM
1582 (Labor Rates and Working Hours). Except as set forth in the Quoration or otherwise agreed upon by the parties, all reasonably

3.2,
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undisputed amounts invoiced shall be due and payable within thirty (30) days of the date of invoice. On delinquent accounts, Varian
shall be entitled to withhold performance of any Services or distribution of any Maintenance Releases, Upgrade Releases, or Purchase
Options, or discounts on the purchase of the same until all cutstanding amounts are paid in full.

4. Cancellations, Modifications, and Termination

4.1, Product Orders. Either party may terminate any Product order for material breach upon thirty (30) days written notice to the other if
such material breach has not been cured. Except for termination for material breach, deposits or down payments, if any, are non-
refundable. No Product order accepted by Varian may be terminated, canceled, or modified by Customer except by prior mutual
agteement in writing, Where Custorner breaches this clause, Customer shall forfeit its deposit or down payment, or if no deposit or
down payment was made, shall pay to Varian all damages reasonably incurred by Varian. This Section shall not limit, and Varian shall

be entitled to pursue, any other remedies that it may have under the law or in equity.

4.2, Service Orders.
4.2.1. Generally. FEither party may terminate any Services agreement for material breach upon thirty (30) days written notice to the

other if such material breach has not been cured. Customer may terminate any Services agreement for any reason upon ninety
(90) days written notice to Varian and receive a refund of any prepaid fees for Services not received or to be received. However,
that Customer shall be responsible for the costs of upgrades, updates, installation, and training provided by Varian to Customer
during the twelve (12) months prior to termination, if any; plus twenty-five percent (25%) of the remaining annual Service fees

for the year in which the Agreement is terminated.
Termination of Service Agreements in Which Product Costs Are Included and Amostized. Customers, who prematurely

42.2.
terminate a Service Level Agreement which include and have amortized the cost of any additional Products, such as delivery
systern upgrades, software licenses, or any other purchasable options, into the cost of the Service Level Agreement will be liable
and invoiced for the unpaid portion of these additional Products at the current list price. Payment is due within thirty (30) days
of termination.

4.2.3. Failure to Maintain. There may be instances where Customer requests Varian to issue a quotation for Varian Services prior to

examining the Products covered by the Services (for example, Customer may need to spend allocated budget before a fiscal year
end.). Varian reserves the right to terminate Services and refund any payments for such Services to Customer immediately upon
written notice to Customer for any Covered Product which in Varian's sole opinion, has not been propetly maintained except for
agreement renewals and instances where such Product has been under continuous support by Varian, If Varian has not had an
opportunity to inspect a Covered Product prior to the issuance or signing of a Quotation, Varian shall have the right to inspect
the Product to determine whether it meets a level of operation acceptable to Varian and, at its option, revoke the Quotation
before its signing, or terminate the Agreement earlier in this Section after the Quotation is signed. Variars agreement to provide
Services for Covered Products may be further contingent upon the completion of repairs or maintenance indicated as required
by such inspection. Except as agreed by the parties Customer must purchase all labor and parts from Varian to maintain the
Covered Product, Varian reserves the right to rerminate the Agreement where Customer fails to comply.

5. Use Restrictions _
Customer shall not decompile, disassemble, or reverse engincer any part of a Product except to the extent such prohibition is void under
applicable law. Customer must ensure that anyone with authorized access to the Products will comply with the provisions of this Agreement.

The following shall apply to all Firmware and Operating Systems (as defined below) and Software Products licensed to Customer under this
Agreement. Nothing in this Section shall prohibit Customer from allowing hospirals and healthcare workers affiliated with Customer from
using the Products if they have the requisite training or experience to do so. Without the written consent of Varian, Customer may not (i)
sublicense, sell, lease, rent, timeshare, distribute, or otherwise attempt to transfer its license to such software and/or Documentation to any
other person or entity; or (ii) use the such software in a facility management or Service Bureau manner or permit third parties to access the
such software over the internet or through an application service provider model. “Service Bureau” means an arrangement pursuant to which
(i) third parties are permitted to access and use such sofiware, directly or indirectly, by any means to process their own data or (ii) Customer
uses such software to process the dara of any third party. Except to the extent that these restrictions are void under applicable law, Customer
shall not (i) copy (except as expressly set forth in Section 2 of the Software Section below and except for transitory copies created as part of the
normal use of the Product), print, alter, or translate such sofiware, (ii) circurmnvent any usage or other restrictions imposed by any license
manager, (iii) create any derivative work based on such software, or (iv) use such software for application development purposes. Customer
agrees that these provisions shall also apply to any copies of such software that Customer acquires from third parties. Customer agrees that it
shall not use any part of such software apart from the hardware or software Product with which it was intended to operate.

6. Firmware and Operating Systems

The Product may contain internal system code that executes below the external user interface and which is integral to the operation of the
Product (“Firmware™), as well as operating system software (“Operating Systems”). Varian or its licensors own all Firmware and Operating
Systems. Except where such Firmware or Operating System is owned by a third party which licenses it directly to Customes, Varian hereby
grants Customer, only for so long as Customer shall own the Product, a limited, personal, non-transferable, non-exclusive license to use the
applicable Firmware and Operating System as part of the normal operation and maintenance of the Product.

RAD 16320 Copyright 2009, 2011 Varian Medical Systems, Inc. 12/11
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7. Proprietary Notices, Trademarks, Logos, and Trade Names

Varian or Varian's suppliers or licensors own all right, title, and interest (including without limitation all intellectual property rights) in and to
all drawings, designs, specifications, manuals, and software furnished by Varian to the Customer. Customer shall not remove, alter, or obscure
any copyright, trademark, trade secret, government restricted rights, or other proprietary or confidentiality notices or legends from any copy
of such materials and software that are (i) placed or embedded by Varian or its suppliers or licensors in the software, (ii) are displayed when
the software is run, or (iii) are applied to the Products, their packaging, labels, or any other marerials provided under this Agreement. All
trademarks, logos, and trade names displayed on the Products and any related documentation are the property of Varian or third parties, and
Customer shall not use them without the prior written consent of Varian or the third party that owns them.

8. Confidential Information

Each party (“Recipient”) may be exposed to certain information of the other party (“Discloser”) which is confidential to the Discloser and is
valuable to Discloser and not generally known to the public (“Confidential Information”). Notwithstanding the foregoing, information shall
not be Confidential Information unless, if disclosed in writing, it is conspicuously marked “Confidential” or bears some similar marking, or,
if disclosed orally or by observation, its confidental nature is stated by the Discloser at the time of disclosure and confirmed in writing to the
Recipient within fourteen (14) days after the disclosure. Except as expressly and unambiguously allowed in this Section, Recipient will hold
Disclosers Confidential Information in confidence and will treat Discloser’s Confidential Information with the same degree of care taken to
protect its own similar confidential information but in no event with less than reasonable care. Recipient further agrees to limit disclosure of
such information to those of its directors, employees, contractors, and agents who have a need for such information to effect the use permitted
under this Agreement and who are bound under a written agreement or legal obligation to keep such information confidential. For purposes
of this Agreement each party’s standard director or employee agreement covering confidental information issnes will satisfy this requirement
with respect to such directors or employees. Recipient will not be required to protect or hold in confidence any information which: (1)
becomes publicly known through no wrongful act or omission of Recipient; (2) was previously disclosed by Discloser to Recipient without
indication of confidentiality; (3) becomes known to Recipient, without confidential restriction from a third party unless Recipient had or
should have had knowledge of its confidentiality; (4) is approved by Discloser for disclosure without restriction in a writrten document which
is signed by a duly authorized officer of the Discloser; or (5) is independently developed by Recipient without use of Discloser’s Confidential
Information. Disclosure of Confidential Information will not be precluded by this Section if such disclosure is: (a) necessary to establish rights
under this Agreement (subject to Recipient’s abligation at its expense to make a good faith attempt to obtain a protective order prior to such
disclosure); or (b) required by law or regulation or in response to a valid order of a court or request of other governmental body of a country
or political subdivision thereof, provided that Recipient notifies Discloser of such order on a timely basis and if possible prior to such disclosure.
All Confidential Information, including copies made by Recipient, will remain the property of Discloser. 'The obligations of confidentiality
imposed by this Agreement shall survive any termination of this Agreement. This Section shall not apply ro any Confidential Information

covered by a separate Business Associate Agreement between the parties.

9. Warranty
9.1. Warranty for Hardware Products. See the Hardware Section.

9.2. Warranty Remedies. Sce the Hardware Section.

9.3. Watranty for Software Products and Services. See the Software Section and Support Section, respectively.

9.4. Exclusions from Coverage: Any warranty claim, support claim, or liability is excluded where such claim or liability is not caused by
Varian and arises out of (1) accident, theft, misuse, or neglect; (2) use of the Products outside of normal operating conditions,
specifications, ot environment or in a manner not authorized by Varian as set forth in the applicable Product documentation or written
instructions from Varian; (3) user modification of any Product not authorized by Varian in the applicable Product documenration or
other writing; (4) computer viruses and other changes to the operating system or environment which adversely affect the Product; (5)
defects, problems, or failures created by third party products (except those comprising parts or components of Varian Products) or rheir
interface with Varan Products; or (6) acts of God, electrical power surges, or other causes external to the Products.

Third Party Product Terms and Warranties. Except as otherwise set forth in this Agreement, a third party product that is integrared
into a Varian Product and not separately identified in the Quotation as a third party product shall be covered by the warranty or support
obligations applicable to the Varian Product into which ir is integrated. All other third party products, including, without limitation,
equipment, accessorics, or software that are separately identified in the Quotation as third party products (“Separate Third Party
Products”) shall be governed by that third party’s terms and conditions, including, but not limited to, usage guidelines and restrictions,
software licenses, warranties, and any other terms; Customer must agree to those third party terms and conditions unless it negotiates
otherwise directly with the manufacturer (or anthorized distributor) of those Separate Third Party Products. Varian makes no
representation or warranty with respect to the compatibility of Separate Third Party Products with Varian Products, nor that the Separate
Third Party Products are designed or offered to work with Varian Products as a single system that has received regulatory clearance or
approval. Varian remains the manufacturer or record of its products, and the Separate Third Party Product manufacturer remains the
manufacturer of record of its products. Varian is reselling the Separate Third Party Products on its Quotation for the Customer’s
convenience. In no event shall Varian have any liability with respect to Separate Third Party Products, nor shall Varian have any liability
for failure of the third parties to perform on their warranties. Customer agrees to seek any temedies with respect to the Separate Third

Party Products from the third party manufacrurer (or authorized distributor as the case may be).

9.5.
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9.6. EXCLUSIONS OF IMPLIED WARRANTIES. THESE LIMITED WARRANTIES ARE EXPRESSLY IN LIEU OF AND
EXCLUDE ALL OTHER EXPRESS OR IMPLIED WARRANTIES, REPRESENTATIONS, OR CONDITIONS, INCLUDING
BUT NOT LIMITED TO WARRANTIES OF MERCHANTABILITY AND OF FITNESS FOR A PARTICULAR PURPOSE.

10. Intellectual Property Infringement

Varian shall defend, at its expense, any third party claim brought against Customer that the design or manufacture of any Varian Hardware or
Varian Software furnished by Varian to Customer under this Agreement infringes any patents or other intellectual property rights of (1) the
country where Customer takes delivery of the Product if such country is the United States, Canada, Japan, Switzetland, or any of the fifteen
(15) original members of the European Union (namely; Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy,
Luxembourg, the Netherlands, Portugal, Spain, Sweden, and the United Kingdom), or (2) the United States where Customer takes delivery
of the Varian Hardware or Varian Software in a country not listed ealier in (1) (“Claim”), and shall pay any settlement and any damages,
costs, and atrorneys’ fees finally awarded against Customer arising out of a Claim. The foregoing is conditioned upon Customer (a) notifying
Varian promptly in writing of the Claim; (b) giving Varian sole control of the defense, management, and setilement of the Claim, provided
that Customer may participate in such defense at its own cost with counsel of its choice if it gives Varian such control; and, (c) upon request,
at Varian's cost, reasonably cooperating with Varian in such defense. Varian shall not enter into any settlement imposing liability on Customer
for which Customer is not indemnified without Customer’s written consent. If (1) such Product’s use is enjoined as a result of any Claim, or
(2) in Varian's opinion, such Product is likely to becorne subject to a Claim, Varian may, at its expense and sole option, (a) modify the Product
so that it becomes non-infringing; (b) procure for Customer the right to continue to use the Product; (¢} substitute for the infringing Product
another product having a functionality substantially equivalent to the Product; or (d) accept return of the Product and refund its purchase
price, less reasonable depreciation, Varian EXPRESSTY EXCLUDES from liability and Customer shall indemnify and hold Varian harmless
from: (1) setdements and their related costs and expenses where Customer settles Claims without Varian's prior written consent; and (2) any
Claims arising out of (a) use of the Product in a manner not authotized by Varian, as set forth in the applicable documentation for the Product
or written instructions by Varian; (b) modification of the Product except modifications performed by Varian or pursuant to Varians
instructions; (c) combination of the Product with any other equipment, apparatus, software, processes, ot materials not furnished by Varian
except as requested or performed by Varian; (d) compliance by Varian with Customer’s designs, specifications, or instructions; or (€) methods
of use of a Product, unless the Product has no substantial non-infringing use; where such infringement would not have occurred but for such
use, modification, combination, or compliance. This Section states Varian’s entire liability for any claim based upon or related to any alleged

infringement of any patent or other intellectual property rights.

11. Bodily Injury

With respect to bodily injury liability to third parties, each party shall be responsible in such proportion as reflects its relative fault for damages
arising from or in any way related to the use or operation of any Product. Varian shall have no responsibility whatsoever for, and Customer
shall indemnify, defend, and hold Varian harmless from, any and all damage or injury which arises from or relates to (1) any use, operation,
or service of any Product by anyone other than Varian personnel prior to completion of applicable acceptance tests by Varian and the radiation
survey by Customer, or (2) any use, operation, or service of any Product contrary to any written warning or instruction given by Varian with
respect to such Product, including but not limited to unauthorized use and/or modification of any equipment, components, software, or
accessories by any user, or their use on or with any explosive or incendiary materials, or (3) claims or damages associated with any non-Varian
design, manufacture, or installation of any product or any custom design, manufacture, or installation by Varian that is performed pursuant
to Customer’s specifications, designs, or plans. This Section states each party’s entire liability for bodily injury.

12. LIMITATIONS OF LIABILITY

INNO EVENT SHALL VARIAN OR ITS SUPPLIERS OR LICENSORS OR CUSTOMER BE LIABLE UNDER CONTRACT, TORT,
OR ANY OTHER LEGAL THEORY FOR INCIDENTAL, CONSEQUENTIAL, INDIRECT, PUNITIVE, OR SPECIAL LOSSES OR
DAMAGES OF ANY KIND, INCLUDING BUT NOT LIMITED TO LOST BUSINESS, LOST PROFITS, LOSS OF USE, OR LOSS
OF OR DAMAGE TO DATA, HOWEVER CAUSED, WHETHER FORESEEABLE OR NOT, EVEN IF THE OTHER PARTY IS
ADVISED OF THE POSSIBILITY OF SUCH DAMAGES. VARIAN AND ITS SUPPLIERS AND LICENSORS’ AND CUSTOMER’S
TOTAL LIABILITY IN DAMAGES OR OTHERWISE SHALL NOT EXCEED THE TOTAL AMQOUNTS PAID OR PAYABLE
UNDER THE AGRFEMENT. THESE LIMITATIONS SHALL APPLY NOTWITHSTANDING THE FAILURE OF THE
ESSENTIAL PURPOSE OF ANY LIMITED REMEDY., THE PARTIES ACKNOWLEDGE THAT THESE LIMITATIONS OF
LIABILITY ARE MATERJAL PARTS OF THE BARGAIN BETWEEN THE PARTIES AND THAT PRICES FOR THE PRODUCTS
WOULD BE HIGHER WITHOUT THEM. (1) Liability to third parties for bodily injury, including death, resulting from Varian Hardware
or Varian Software or its use, (2) liability for breach of confidentiality, and (3) obligations related to intellectual property shall not be affecred

by the liability limitations stated above in this Section.

13. Export Compliance

Customer acknowledges and agrees thar the Products and related technology subject to this Agreement are subject to the export control laws
and regulations of the United States, Furopean Union, and Switzerland, and Customer agrees to comply with such laws and regulations.
Customer agrees that it shall use its best efforts to ensure that the Products and related technology are not (1) sold, transferred or diverted to
any U.S. or E.U. sanctioned or embargoed country (including, but not limited to, Cuba, Iran, Sudan and Syria), unless authorized by U.S.
export license or regulation; (2) sold, transferred, or diverted to any person, firm, ot other entity listed in the U.S. Department of Commerce
Denied Persons List or Entity List, the U.S. Department of Treasury’s Specially Designated Nationals List, the U.S. Department of State’s
Debarred Parties listing, or any E.U. ot local country listing of sanctioned persons; (3) sold, ansferred, or diverted to any nuclear weapons,
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nuclear power, nuclear research, chemical/biological weapons, or missile/rocket technology end-user or end-use; or (4) sold, transferred, or
diverted in violation of any other applicable import/export laws, regulations, licenses, or government orders. Customier shall promptly advise
Varian in writing of any known or suspected sale, transfer, or diversion in violation of the foregoing. Customer understands that Variar's
performance under this Agreement is subject to Varian's receipt of all necessary licenses, permits, or approval from all relevant governments or
their agencies for the import or export of the Products and that Varian shall be free from all liabilities for deficient performance under this
Agreement if such deficiency js caused by the non-receipt or late receipt of such licenses, permits, or approval. The obligations of this Section

as to these laws shall survive any termination of this Agreement.

14. Force Majeure

Neither party shall be liable for any delay in performance which is due to causes beyond its control. Performance shall be deemed suspended
during the event causing such delay plus a reasonable period of time after such event, and the other party shall accept such delayed
performance. Either party may terminate any Quotations not yet completed if such performance is delayed more than thirty (30) days under

this Section.

15. Disputes, Mediation, Arbitration, and Applicable Law

The parties shall endeavor to settle any dispute arising out of this Agreement, except those pertaining to intellectual property issues, by
mediation under the Mediation Rules of the American Arbitration Association (“AAA”). The parties will attempt to agree on a mediator.
Failing such agreement, the mediator will be appointed by the AAA Vice President in charge of Mediation. Any dispute arising out of or
relating to this Agreement, including the breach, rermination, or validity thereof, which has not been resolved by mediation as provided herein
within thirty (30) days after appointment of a mediator or such time period as the parties may otherwise agree, shall be finally resolved by
binding arbitrarion in accordance with the AAA Commercial Rules, by three (3) independent and impartial arbitrators, all of whom shall be
appointed by AAA, provided, however, that if one party fails to participate in the mediation as agreed in this Section, the other party can
comimence arbitration prior to the expiration of the time periods set forth above. The arbitration shall be governed by the Federal Arbitration
Act, 9 US.C. §§1 et seq., and judgment upon the award rendered by the arbitrators may be entered by any court having jurisdiction thereof.
The place of arbitration shall be Palo Alto, California. The governing law of the substance of this Agreement shall be the commercial Jaw of
the state of California, and the United Nations Convention for the Inrernational Sale of Goods shaﬂ not apply. The procedural law shall be
the law of the place where arbitration is conducted, Arbitral proceedings shall be conducted in English. The arbitration tribunal shall not
award punitive damages. The expenses of the arbitration, including the arbitrator’s fees, expert witness fees, and attorney’s fees, may be
apportioned between the parties in any manner deemed appropriate by the arbitrator; however, in the absence of any formal ruling by the
arbitrator each party shall share equally in the payment of the arbitrator’s fees and bear its own costs, expert witness fees, and attorney’s fecs.
The arbitration award shall be final and binding, shall be the sole and exclusive remedy regarding any and all claims and counterclaims
presented, and may not be reviewed by or appealed to any court except for enforcement. Nothing in this Agreement shall prohibit either party
from seeking to prevent any unauthorized copying, disclosure, use, retention, or diswibution of its Confidential Informarion or intellectual or
other property by injunctive relief or atherwise in a court of law.  Varian shall have the exclusive right to bring legal action for failure to pay

for Products or Services furnished in the courts of Varian’s corporate domicile or any other place.

16. Limitation of Claims
No claims, regardless of form, arising out of, or in any way connected with this Agreement or the Products or Services may be brought by
Customer more than one year after the cause of action has accrued or performance under this Agreement has been completed or terminated

whichever is earlier,

17. Notices

Any notices required or permitted to be given pursuant to this Agreement shall be in writing, delivered (1) in person, (2) by international
courier, (3) by first class certified mail, return receipt requested, or its international equivalent, or (4) by facsimile with confirmarion of delivery
and an extra copy mailed, All such natices shall be addressed to Varian at Legal Department, Varian Medical Systems, Inc., 3100 Hansen Way,
M/S E-250, Palo Alto, CA 94304, fax 650-424-5998, and to Customer at the address and/or fax numbers set forth in the Quotation or to
such other address as may be specified from time to time by notice in writing to the other party. Notice shall be deemed to have been given

when received.

18. Headings
Headings used in this Agreement are for ease of reference only and will not be used to interpret any part of this Agreement.

19. Entire Agreement, Amendments, lllegality, and Priority of Documents

This Agreement contains the complete and exclusive statement of the terms of agreement of the parties with respect to this subject matter, and
supersedes all prior and contemporaneous understandings, representations, and warranties, written and oral. This Agreement may be amended
or modified only in a writing signed by both parties. Ifa court or arbitrator holds any part of this Agreement to be illegal, unenforceable, or
invalid in whole or in part for any reason, the validity or enforceability of the remaining provisions, or portions of them, will not be affected,
and such provisions will be changed and interpreted so as to best accomplish the objectives of such provisions within the limits of applicable
law or court decisions. In the event of a conflict, the documents shall be interpreted to give priority in the following order: (1) amendments
or addenda to this Agreement, if any, with highest priority given to the most recent amendment or addendum, (2) Quotation, and (3) Terms

and Conditions of Sale.
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20. Waiver
No term or provision of this Agreement shall be deemed waived by either party, and no breach excused by either party, unless the waiver or

consent shall be in writing signed by an authorized representative of the party granting such waiver or consent.

21. Assignment

Except as to rigging, neither party may assign its rights nor delegate its dutes under this Agreement without the written consent of the other,
and any artempted assignment without such consent will be void. However, either party may assign or otherwise transfer its rights or delegate
its duties under this Agreement, in whole or in part and subject to the terms of this Agreement, to a subsidiary or affiliate, or a purchaser or
transferee of substantially all of the assets used by such party in its business to which this Agreement relates or in the evenr of a merger,
acquisition, corporate restructuring, or change in control upon written notice to the other party.

22. Relationship of the Parties
This Agreement does not create a relationship such as a partnesship, franchise, joint venture, agency, master/servant, or employment
relationship. Neither party may act in a manner, which expresses or implies a relationship other than that of independent contractor, nor bind

the other party.

23. Counterparts
This Agreement may be executed in two counterparts, each of which will be an original and together which will constitute one and the same

instrument.
24. Sales to United States Government Agencies
Varian Products that are sold or distributed by Varian to an agency of the United States government (the “Government”) shall be subject to

the Government’s rights in commercial items and commercial software.

HARDWARE SECTION
(Formerly Form RAD 9905 OS Schedule and Form RAD 9906 BT Schedule)
This Hardware Section applies to all Hardware Products provided by Varian to the Customer under this Agreement.

1. Transportation and Risk of Loss

All shipments are per the Incoterms (Incoterms 2010) set forth in the Quotation with Varian selecting the transportation company. Title shall
pass at the same time that risk of loss shifts. Unless otherwise expressly agreed in writing, Varian will ship linear accelerator, simulator Products,
and any other Products that Varian determines such transportation is advisable, as well as any other items that it determines would be efficiently
transported by inclusion with such Products, to Customer’s site in “air ride” vans, and Varian shall insure to full value of Products shipped at
Customer’s expense or shall declare full value of the Products to the transportation company at time of shipment. Within three (3) days of
delivery, Customer shall examine fully the packaging of the Product delivered for damage and make all applicable complaints and claims arising

out of such delivery to the carrier in writing, and shall provide a copy to Varian.

2. Bill and Hold

This Section shall apply only o linear accelerators, simulators, and HDR BrachyTherapy afterloaders. If shipment is delayed due to
unavailability of Customer facilities or any other canse, Customer may request and authorize Varian to hold the Product(s) in storage upon
completion of manufacturing. Varian shall invoice Customer for, and Customer shall pay, eighty percent (80%) of the purchase price for such
Product(s), which shall include any down payments or deposits. Varian will select a suitable storage facility and pay for the costs of storage
and insurance for up to ninety (90) days. Title to the Product(s) shall pass when the Product(s) are placed into storage. The Product(s) shall
be insured in Customer's name. If Customer has not requested shipment of the Product(s) within such ninety (90)-day period, then Varian
shall ship the Product(s) to the site designated in the applicable Quotation(s). When starage is required, the provisions of this Section shall

prevail over any inconsistent pravisions of this Agreement.

3. Architecture

Varian will have no approval or other responsibility for any matter affecting or related to the adequacy of Customer's operating permit,
architectural design, the radiation protection walls and barriers, patient viewing devices, compliance with all facility personnel safety devices
and related inspections, utlity service design and location, and other details pertaining to Customer’s site. Customer may purchase
architectural and construction services, if available, under a separate agreement with Varian's Site Solutions group.

4. Installation

Alinear accelerator is delivered in three (3) or four (4) separate sections which Varian will assemble in Customer’s vaule. Varian also will provide
standard installation of the pieces and final positioning for the linear accelerator and setting. Customer will be responsible for the grouting of
the subbase frame and the connection of such Products to the utilities and for any non-standard installation services (such as the shoring of
floors, the widening of doorways, and second floor delivery), and Varian will notify Customer approximately ninety (90) days prior to
scheduled Products shipment to allow Customer to provide for and coordinate such services. Except as otherwise agreed by the parties,
Customer will be responsible for having the building, utilities, lighting, ventilation, air conditioning, mounting facilities, all necessary radiation
shielding, and access to the room completed on the estimated delivery date and ready for installation of the Products. Upon agreement of the
parties Varian may review quotes from and pays the subcontractor directly for connection to utilities, power, air, and grouting of the base frame.
Where Varian is installing a Product for Customer, Customer will reimburse Varian at Varians standard setvice rates for any extra time and/or
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travel by Varian made necessary by any delays not caused by Varian. Varian shall have no obligation to operate Products to complete
installation or testing unless Customer has provided adequate radiation shielding protection and other site preparations for the safety and
protection of Customer’s and Varian’s personnel and Products. Upon completion of installation, Varian’s representatives will demonstrate
proper Product operation by performing the applicable Varian Customer Acceptance Procedure (“VCAP”). Customer shall provide a
representative who shall be present at all times during installation (including interfaces) and be capable of assisting where necessary or waiving
installation of interfaces to the extent that Customer has decided not to install products requiring such interfaces. When no representative is
present or assistance from Customer is not available when required by Varian, Varian may discontinue installation and shall charge Customer
for any additional costs incurred including Varian’s standard service rates. If union action or influence requires union labor to complete any
installation of Products, then such installation shall be completed at Customer’s expense under the engineering supervision of Varian.

25

5. Acceptance of Hardware Product

For Non-Vatian Hardware Varian shall invoice when such Product is shipped. For Varian Hardware, acceprance shall occur upon the earlier
of (1) Customer’s execution of Varian’s acceptance form, which is the final step in the VCAP for each Product, (2) completion of the applicable
VCAR, (3) use of any such Product by Customer, its agents, employees, or licensees, for any purpose other than testing after its receipt, or (4)
six months after delivery of the Product. Prior to acceptance Varian may repair of, at its option, replace defective or nonconforming parts after
receipt of notice of defect or nonconformity. After acceptance Customer’s remedies shall be solely as provided in the warranty. After six (6)

months after delivery of the Product Varian shall no longer be required to provide installation services.

6. Calibration and Radiation Surveys _
For linear accelerator and simulator Products and treatment planning software, Customer shall be responsible for all Product calibration. For
non-BrachyTherapy products the dose rate and integrated dose measured by the accelerator transmission ionization chamber and dosimetry
electronics must be calibrated by a qualified radiological physicist prior to use of the Product for patient treatment. For BrachyTherapy
products, the radioactive source must be calibrated by a qualified radiological physicist prior to use of the Product for patient treatment.
Customer shall be responsible for testing and calibrating the Product on a regular basis. Customer also shall be responsible for any radiation
surveys required by applicable law or regulation or necessary to establish that radiation does not exceed safe levels. For simulator and
BrachyTherapy Products, Varians obligation to calibrate shall be limited to that required by local law. In the United States calibration shall
be limited to those certified components that are required under 21 C.ER. 1020.30(d) (U.S. Code of Federal Regulations) to be calibrated by
the installer where Varian is the installer. Customer shall be respansible for all other calibrations of simulator Products. .

7. Warranty

7.1. Warranty for Varian Hardware. Unless otherwise provided in this Agreement or the Quotation, Varian warrants that Varian Hardware
and any Firmware and Operating System loaded on such Varian Hardware, except where such Firmware or Operating System is owned
by a third party which licenses it directly to Customer, to be free from defects in material and workmanship and in substantal
compliance with operational features of Varian’s published specifications for the applicable Product at the time of sale (“Specifications”).
This warranty shall begin upon completion of installation and continue for a period of one year from such date, but not to exceed two
(2) years from date of shipment from Varian to Customer. In lien of the foregoing periods, specific components of Varian Hardware
may have different warranty periods, prorated replacement credits, and return policies, as stated on the applicable Varian warranty forms
supplied by Varian to Customer with this Agreement. Weights and dimensions in the Specifications are approximations. Clerical and
typographical errors are subject to correction. Occasionally, upon agreement of the parties, Varian may substitute remanufactured parts
and components that meet the same quality standards as new materials and are covered by the same warranty. Parts for which Varian
has provided replacements shall, at Varian’s option, become the property of Varian.

Parts Warranty. Varian warrants parts to be free from defects in material and workmanship for a period of the greater of ninety (90)
days from the date of shipment to Customer og, if applicable, the unexpired portion of the original warranty period for the Product. All
warranty repair or teplacement of parts shall be limited to product malfunctons which are, as determined by Varian, due and traceable
to defects in original marerial and workmanship. Components that carry separate warranties based upon use are not covered by this
warranty. Parts that are expendable in normal use and service are not covered by this warranty. Parts for third party products, such as
computer hardware provided with software products, are not covered by this warranty, except when applicable option has been
purchased. . Unused parts returned to Varian are subject to a restocking fee of fifteen percent (15%), and, if applicable, an additional

7.2.

retesting fee.

Disclaimer for Parts Not Supplied by Varian. If Customer requests Varian to install parts not purchased from Varian, then: (i) Varian
reserves the discretionary right to refuse to install any part; (ii) if Varian agrees to install the part, no warranty, expressed or implied, is
provided for the part or installation Services, nor does installation by Varian imply that Varian certifies such part or vendor from whom
such part is obrained; (iii) labor to install the part will be provided on an houtly basis as set forth in Form MGM 1582 (Labor Rates
and Wotking Hours); and (iv) if additional damage is caused by such part, Varian assumes no responsibility for such damage. If the
Varian Product is under any level Varian Service agreement, Varian will not be obligated to repair such damage under such Service
agreement, and such repairs will be performed under Form MGM 1582,

Warranty Remedies. Customer’s sole and exclusive remedy for any failure of Varian Hardware or Firmware or Operating System under
this Section to perform shall be repair or, at Varian’s option, replacement of such defective Products in whole or in part during Varian's
normal business hours. Ifin Variar’s sole opinion such repair or replacement is not feasible, or if such remedy fails of its essential purpose,
Varian shall refund or credit a portion of any sums paid by Custoner for the defective Product less reasonable depreciation. In-warranty
repair or replacement parts are warranted only for the unexpired portion of the original warranty period.

7.3.

7.4.
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SOFTWARE SECTION

(Formerly Form RAD 2750 Software Schedule)

This Software Section shall apply to all Varian Software licensed by Varian to Customer under this Agreement, excluding Firmware and
Operating Systerns, which are shall be governed by General Terms, Section 6 (Firmware and Operating Systems) and Hardware Section,

Section 7 (Warranty),

i. Additional Definitions

1.1. “Access” means use of Software Products installed on a workstation or use at a workstation through remote connection to a server via a
single Local Area Network (“LAN”) or a single Wide Area Network (“WAN?), but not from outside the designated LAN or WAN,
except that remote administrative viewing of certain designated Software Products installed on a server will not be outside the scope of

the permitted use.

1.2. “Documentation” means the user manual for Software Products which describes the software and provides information specific to thar

Software Product.
2. Llicense Grant
Subject to and for so long as Customer is in compliance with the terms and conditions of this Agreement, Varian grants to Customer a limired,
personal, non-exclusive, non-transferable (subject to General Terms Section 21 [Assignment]) license for:

(a) server modules of Software Products, as follows:
(i) for server components of a server module of a Software Product, to install and use a single copy of the object code version of
such server module on a single server (or single database server and single imaging server for imaging applications) and to
Access the server maodules from a workstation; and
(ii) for workstation components of a server module of a Software Product, if anty, to install and use copies of the object code version

of such workstation components on such workstations as necessary;

(b) workstation applications of Software Products, as follows:

(i) for a workstation application of a Software Product intended for installation on a wotkstation for which no license manager
is used or for which a fixed license manager is used, to install and use the object code version of such workstation application
on the number of workstations for which licenses have been purchased;

(i) for a workstation application of a Software Product pre-installed by Varian on a workstation (such as a console) prior to its
delivery to Customer, to use the object code version of such workstation application on the workstation on which such

application Is installed;

for a workstation application of a Software Product intended for a floating license, to install the object code version of such
workstation application on any number of workstations and to permit concurrent users up to the number of licenses purchased
to use such workstation application; and

(iv) fora workstation application of a Software Product intended for a site license, to install and use the object code version of such
workstation application on any number of workstations at the Customer site(s) identified in the Quotation as to such Software

(iii)

Product; and
(c) to copy the Software Products for back up and archival purposes only; except to the extent that such restriction on copying is void
under applicable law; and
(d) ro use (but not make copies of) the Documentation to assist in Customer’s use of the Software Products pursuant to the terms of
this Agreement except that Customer may make an electronic copy on each workstation of the Documentation applicable to the
Software Products installed or used on such workstation.
Each such license shall be valid until termination under this Agreement or expiration. Software Products may be licensed as server modules
or as workstation applications as may be indicated in the applicable Quotation or Documentation. Unless otherwise indicared, Maintenance
Releases, Mandatory Safety Releases, Upgrades, and Putchase Options (as defined in the Datasheet) are hereby licensed in the same way that
their underlying Products are licensed under this Section. Customer shall not be entitled to receive or use any source code of the Software
Products under this Agreement except as otherwise stated in this Agreement. Varian shall have the right to conduct and/or direct an
independent accounting firm to conduct, during normal business hours, an audit of the appropriate records of Customer to verify Customer’s

compliance with the licenses granted under this Software Section,
3. Title

Title to all copies of the Software Products and Documentation will remain in Varian o its licensars. No license, right, title, or interest in the
Software Products or Docurmentation, or any intellectual property of Varian or any Varian third party licensor, is granted to Customer except

as expressly granted in this Software Section.

4. Integration

Customer acknowledges that the import of data into and the export of data out of certain Software Products require an interface between the
Software Products and external programs or information systems, whether such programs or information systems are supplied by Varian or 2
third party.
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5. Acceptance

Where Varian will be installing the Software Product, Customer will make its site available to Varian personnel to install the Software Product
no later than thirty (30) days after delivery of the applicable Software Product to Customer. Customer shall provide a representative who shall
be present at all times during installation (including interfaces) and be capable of assisting where necessary or waiving installation of interfaces
to the extent thar Customer has decided not to install products requiting such interfaces. When no representative is present or assistance from
Customer is not available when required by Varian, Varian may discontinue installation and shall charge Customer for any additional costs
incurred including Varian’s standard service rates. Customer will have thirty (30) days from the installation date, or where Customer will
perform the installation, thirty (30) days from delivery of the Software Product, to review the Software Product. Customer may reject Software
Product only if it does not substantally conform to the Documentation. Customer’s rejection must be in writing, must describe the
nonconformity in detail, and must be provided to Vaan within such thirty (30)-day period. Varian will have a reasonable period of time in
which to correct or provide a workaround for any such nonconformity: Customer will be deemed to have accepted the Software Product after
thirty (30) days from the installation dare or delivery date, as applicable, unless Varian has received written natice of rejection within the thirty
(30)-day period. Notwithstanding the foregoing, Customer’s productive use of the Software Product in Custorner’s business will be deemed

to be acceptance of the Software Product.
6. Support and Warranties
6.1. Support in Lien of Warranty & Limited Warranty.

Varian agrees as follows:

() for Software Products licensed to Gustomer for the first time, as opposed to expansions of pre-existing configurations, in lieu of any
warranty Varian will provide Customer with technical support Services for a period of ane year from the date of installation of the
Software Product by Varian (or the date of delivery where the Software Product will be installed by Customer), or such other period
set forth in the Quotation, under the terms of the Datasheet and Suppart Section, at no additional charge to Customer;

(b) for Software Products licensed to Customer that adds a module to, upgrades, or increases the number of licenses purchased under
a pre-existing configuration
(i) for which the Support Section of a service agreement, or a service agreement is then in effect berween Customer and Varian

and is not scheduled to expire within thirty (30) days of the execution of this Agreement, upon expiration of the applicable
warranty period for such additional licenses, Varian will provide Customer with technical support Services for the balance of
the then-carrent one-year support period, at a pro-rated charge that will be calculated and invoiced based on the number of
months remaining unril the anniversary (or renewal) date for support on the pre-existing configuration, to Customer under
the terms of the Datasheet, Support Section, or agreement for such pre-existing configuration; and

(ii) for which Support Section of a service agreement, or a service agreement is then in effect between Customer and Varian but
is scheduled to expire within thirty (30) days of the execution of this Agreement or for which no Support Section or service
agreement is then in effect between Customer and Varian, excluding BrachyTherapy products, Varian warrants, for a period
of thirty (30) days from the date of installation of the Varian Software by Varian (or the date of delivery where the Varian
Software will be installed by Customer), that the Software Product, will, when used in accordance with the Documentation,
substantially conform to the Documentation, Where Customer reports a nonconformity to Varian during the warranty
period, Varian will provide workarounds, patches, bug fixes, or other corrections or will replace the affected Software Products,
at Varian's option, and such remedy will be Customer’s sole and exclusive remedy for breach of this warranty. If in Varian’s
sole and exclusive opinion any such workaround, patch, bug fix, correction, or replacement is not cornmercially reasonable, or
if any such remedy fails of its essential purpose, Varian shall negotiate with Customer with respect to a refund of any equirable
portion of any sums paid by Customer for the affected Software Products.

Varians provision of Mandatory Safety Releases, Maintenance Releases, and, if applicable, Upgrade Releases, under the warranty or support
in lieu of warranty in this Section and pursuant to the Datasheer and/or the Support Section shall not extend the original petiod for such

Warranty or suppott.

6.2. Disclaimer.
EXCEPT AS PROVIDED IN THIS AGREEMENT, VARIAN DISCLAIMS ALL EXPRESS OR IMPLIED WARRANTIES,
REPRESENTATIONS, AND CONDITIONS (EITHER IN FACT OR BY OPERATION OF LAW) INCLUDING BUT NOT
LIMITED TO IMPLIED WARRANTIES OF MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE, AND NON-
INFRINGEMENT OF THIRD PARTY RIGHTS. VARIAN MAKES NO WARRANTY THAT THE OPERATION OF ANY
SOFTWARE PRODUCT WILL BE UNINTERRUPTED OR ERROR FREE. THE EXCLUSIVE REMEDY FOR
INFRINGEMENT OF THIRD PARTY RIGHTS IS SET FORTH IN GENERAL TERMS, SECTION 10 (Intellectual Praperty

Inftingement).

6.3. Limitations.
Except as specifically stated in the Documentation, Varian does not make any representations or warranty regarding the compatibility
of the Software Products with software or hardware not supplied by Varian. Varian will in its sole and exclusive discretion, use

reasonable efforts to assist Customer with the use of Software Products with third party products. Such assistance is limited to
telephone and service support regarding compatibility or interface questions. Varian does not make any representation or warranty
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regarding the clinical use of the Software Products and/or Varian beam data by Customer for the treatment of patients in performing
any medical procedure. Customer acknowledges that the Software Products and Varian beam data are tools to assist Customer to
determine the proper course of treatment that may be needed by a particular patient, and Customer assumes all risks associated with
such treatment. Import, export, or distribution of any data or information Customer may develop or use in cooperation with the
Software Products (“Data Related Activities”) is Customer’s sole responsibility; and Customer agrees to defend, indemnify; and hold
Varian hatmless from any and all claims by Customer and/or third parties, regardless of the nature of such claims, arising either
directly or indirectly out of Data Relared Activities. The foregoing sentence shall not be construed to limit Varian’s obligation to

provide warranty work or support under Section 6.1.
[Intentionally Omitted. Formerly Government Rights. Now covered in General Terms, new Section 24.]

PROFESSIONAL SERVICES SECTION

(Formerly Form RAD 10080 Professional Services Schedule)

This Professional Services Section shall apply only to development of interfaces for Varian medical oncology software installation and any
customized services provided under an SOW.

1. Additional Definitions

1.1. “Change Order” shall mean any proposed change to the SOW requested by Customer and agteed to in writing by Varian.

1.2. “Professional Services” shall mean the services identified in each individual SOW, including, but not be limited to, analysis and
. B v - n g - y -
performance of integration of Varian's standard software applications with Customer’s information systemns and business practices,
development of interfaces between Varian’s standard software applications and Customer’s computer systems, customized training, and
p 32 fet

other setvices available from Varian.

“Schedule” shall mean any timetable ot milestones for the Professional Services that is set forth in the SOW,

“SOW” shall mean a statement of work or work order agreement, either in the Quotation or as separately agreed upon by the Parties
describing the Professional Services to be performed by Varian for Customer.

1.3.
1.4.

2. Term
The term for the Professional Services portion of this Agreement shall be from the signing of this Agreement until completion of the

Professional Services or termination.
3. Professional Services
3.1. Generally: In consideration of Customer’s timely payment, Varian shall perform the Professional Services set forth in each SOW attached

to or referencing this Agreement.

Software. Where Varian provides Customer with other software under an SOW to this Professional Services Section, including but not
limited to interface engines and interfaces, then such software shall be governed by the Software Section. The interface engine, interface,
or other software will be licensed under the Software Section in the same manner as the underlying application software which requires

3.2.

such interface engine, interface, or other software.

Actual and Potential Delays. Varian shall use commercially reasonable efforts to perform the Professional Services according to the
Schedule. Whenever any event delays or threatens the timely performance of the Professional Services, Varian will make commercially
reasonable efforts to notify Customer of such event and furnish all relevant details. If Varian is unable to meet the Schedule for any
Professional Services, Varian and Customer shall meet in good faith to discuss possible solutions including revising the Schedule at no
additional cost to Customer, provided that such revision does not add new Professional Services to the SOW.

3.4. [Intentionally Omitted. Formerly Customer Hours, Holidays, and Site Rules. Now covered in Datasheet.]

[Intentionally Omitted. Formerly Office Space, Services, and Equipment. Now covered in Datasheet.]

Exclusions from Professional Services. Except to the extent expressly set forth in an SOW, Professional Services shall not include, and
Varian will have no approval or other responsibility for, any marter affecting or related to the adequacy of Customer’s operating permit,
architectural design, the radiation protection walls and barriers, patient viewing devices, compliance with all facility persornel safety
devices and related inspections, utility service design and location, Customer’s obligations to comply with applicable laws, and other

3.3.

3.5.
3.6.

details pertaining to Customer’s site.

Rates, Expenses, Invoices, and Payment

4.1. Rates.
4.1.1. Time and Materials Rates. Varian shall bill Customer for Professional Services at the time and materials rates set forth in the

applicable Quotation or, if no rate is set forth in the Quotation, at Varian's then-current standard rates for such Professional
Services. Varian shall bill for actual time expended and materials used in providing the Professional Services, and any preliminary
estimate of time and materials provided by Varian to Customer for the Professional Services is for budgetary purposes only and
shall not be binding on either party. Variar's standard work day is eight (8) hours. Varian shall bill Customer in units of billable
hours, with minimum billable increments of eight (8) hours for Professional Services being performed at Customer’s site or one
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hour far Professional Services being provided off-site. Where Varian can perform any portion of the Professional Services
remotely rather than on Customer’s site, Varian shall bill for such off-site Professional Services in accordance with the terms of
this Agreement as if such Professional Services were performed at Customers site.

4.1.2. Firm Fixed Price Rates. Varian may also provide Customer with some pre-packaged Professional Services or other specially
negotiated Professional Setvices on a firm fixed price basis, provided that such Professional Services will be clearly identified as
being offered on a fixed price basis. Where the parties agree upon a firm fixed price, the Professional Services included within
such price shall be limited to those specifically identified as being covered by such price, and Customer agrees to make payments
according to the Schedule, induding any applicable milestones. Where Professional Services are not expressly identified as being
covered by a firm fixed price, they shall be provided on a time and materials basis.

4.2. Expenses. Varian shall submit a monthly ime and expense summary to Customer by letter, fax, e-mail, or in person for the Professional
Services performed during the prior month, Varian may shall bill Customer for its reasonable expenses, including, but not limited to,
travel, lodging, and meals, required to perform the Professional Services for Customer.

Invoices. For Professional Services performed on 2 time and matetials basis, Varian shall submit invoices to Customer for labor,
materials, and expenses in providing the Professional Services in the immediately preceding month. For Professional Services performed
on a firm fixed price basis, Varian shall submit invoices to Customer pursuant to the Schedule set forth in the SOW. Upon request by
Customer, Varian shall provide receipts or other documentation suppotting reimbursable expenses to Customer.

4.4. Payment. Except to the extent that 2 special payment arrangement has been agreed to by the parties in the Quotation or SOW,

Customer shall pay each invoice within thirty (30) days from the date of the invoice.

5. Change Orders

If Customer desires a change to any SOW, then upon mutual agreement of the parties Varian shall issue a written Change Order in the form
of a revised Quoration or revised SOW to Customer. If any Change Order causes a change to the cost of, the time required for, performance,
or Schedule of the Professional Services, the appropriate modifications to the SOW shall be reflected in the Change Order.

4.3.

6. Warranty

Varian warrants that its performance of the Professional Services will be performed in a professional and workman-like manner and
substantially conform to the SOW. This warranty shall begin upon completion of the Professional Services and continue for a period of ninety
(90) days from such date. In the event that Varian’s performance of the Professional Services fails to conform to the SOW, Variar's sole
obligation under this Agreement will be to promptly bring the Professional Services into conformity with the SOW at no additional cost to
Customer. Where this is not possible, Varian shall be entitled to retain, and Customer shall be liable for payment of, a proportionate share of
the total payments set forth in the SOW reflecting Varian’s percentage of completion of the work in conformity with the SOW, and Varian

shall grant Customer a refund of any additional compensation paid by Customer.

7. Insurance

During the terms of this Agreement Varian agrees to maintain at least the following insurance coverage and provide certificates of insurance
evidencing such coverage to Customer upon request:

7.1. Commercial General Liability — including products/completed operations, broad form property damage, contractor’s protective liability,
blanket contractual, advertising injury, and personal injury liability, Minimum limits — $1,000,000 per occurrence and $2,000,000
general aggregate.

Business Auto Liability — including coverage for all owned, non-owned, and hired vehicles. Minimum limits -- $500,000 combined
single limit per accident for bodily injury and property damage.

Worker's Compensation Insurance and Employer’s Liability Insurance — induding a waiver of subrogation on behalf of Customer, its
shareholders, employees, and agents. Minimum limits — statutory limits and $500,000 employer’s liability applicable in jurisdictions of

7.2

7.3.

contract performance.

8. Intellectual Property
Except as expressly stated in this Agreement or an SOW, neither party is granted any right, title, or interest in the pre-existing intellectual
property of the other. With the exception of any data created for Customer, Varian shall own all right, title, and interest in all invenrions and

discoverics newly developed in performing the Professional Services.

SUPPORT SECTION

(Formerly Form MGM 1580 Support Schedule)

This Support Section applies to all initial warranty and support for the Varian Products provided by Varian to the Customer under this
Agreement, as well as support services agreed to by the parties for periods after such initial warranty or support.

[Intentionally Omitted. Formerly Additional Definitions. This information now resides in the Datasheet

L
accompanying the quotation.]
2. [Intentionally Omitted. Formerly Invoicing and Additional Payment Terms, now covered in General Terms

Section 3 (Payment).]
3. [intentionally Omitted. Formerly Mandatory Safety Releases. Now covered in Datasheet.]
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Formerly Maintenance Releases. Now covered in Datasheet.]
Formerly Upgrade Releases and Purchase Options. Now covered in Datasheet.]

[Intentionally Omitted. Formerly Telephone Support. Now covered in Datasheet.]
[Intentionally Omitted. Formerly Remote Diagnostic and Remedial Support. Now covered in Datasheet.]
[Intentionally Omitted. Formerly On Site Support. Now covered in Datasheet.]
. [Intentionally Omitted. Formerly Periodic Maintenance Inspections. Now covered in Datasheet.]
10. [Intentionally Omitted. Formerly Severity Levels and Response Times. Now covered in Datasheet.]
11. [Intentionally Omitted. Formerly Training. Now covered in Datasheet.]

12. Customer Responsibilities

12.1. Authorized Representatives. Customer shall request Varian Services on a time and materials basis and order parts only through its
authorized representatives and will provide a list of such authorized personnel upon request by Varian.

12.2. Access to Premises. Customer shall provide Varian with sufficient access to the Covered Products and Customer’s premises and
personnel to perform its obligations and to install all Mandatory Safety Releases, including access for both remote diagnostics and onsite

[Intentionally Omitted.
[Intentionally Omitted.

© P NO YW oA

Services.

12.3. Qualified Operator and Equipment. Customer shall arrange for a qualified operator to be present, when, in the opinion of the Varian
Customer Support Representative, the situation requires two (2) persons for safety. To fulfill its Service responsibility, Varian will supply
normal hand tools, test equipment, and other specialized fixtures. Customer shall provide other assistance and equipment reasonably

required to petform Service responsibilites.

[Intentionally Omitted. Formerly Failure to Maintain. Now covered in General Terms, Section 4.2.3
{Cancellations, Modifications, and Termination).]

[Intentionally Omitted. Formerly Parts. 14.1-14.3 are now covered in Datasheet. 14.4 and 14.5 are now
covered in Hardware Section, Section 7 (Warranty).]

15. Software Provided Pursuant to Services

Any firmware and operating systems provided by Varian pursuant to Services is provided pursuant to General Terms, Section 6 (“Firmware
and Operating Systems”), and any Varian Software provided pursuant to Services is provided pursuant to the terms set forth in the Software
Section; provided, however, that Varian’s provision of such software shall not extend existing warranty periods, if any, nor create any new ones.

16. Limitations and Exclusions. [Former last two paragraphs regarding system requirements and delays are now

covered in Datasheet.]
Exclusions from Services. The Services provided shall be limited to support of Covered Products. Products not covered include without
limitation Customer’s network, any hardware upon which a software Covered Product is loaded, any interfaces between Covered Products and
other products (other than interfaces between Varian Products), and any products with which the Covered Products interface; however, these
restrictions shall not apply to the extent that such network, hardware, interfaces, or products are induded as Covered Products. In addition,
Varian shall not be required to provide Services for any Products if, in Varian's reasonable opinion, they are required because of Customer’s
failure to install Mandatory Safety Releases or Maintenance Releases made available to Customer or because of causes other than defects or

13.

14.

errors in the Covered Products.
Varian shall not be required to render Services at locations other than the Customer site(s) listed in the Quotation.

17. [intentionally Omitted. Formerly Termination. Now covered in General Terms, Section 4.2.1 (Cancellations,
Modifications, and Termination).]

VARJAN

medical systems
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‘ 7 A R & N VARIAN MEDICAL SYSTEMS, INC.
3100 Hansen Way, Palo Alto, CA 94304

medical systems (“Varian®)

Service Support Datasheet
Form RAD 10203 12/11

1. Definitions

“Covered Product” means a Varian Product for which the parties have agreed in writing to provide Services under warranty or service
agrecment.

“Maintenance Releases” means bug fixes, patches, and other error corrections ta a software Covered Product designed to enable the

1.2.
software to conform to its documentation and that are made generally available by Varian at no additional cost to the licensees of such

Covered Product.
1.3. “Mandarory Safety Release” means updates, error corrections, or modifications to a Software Product that Varian will require licensees

of such Product to install and that are made available by Varian at no additional cost to licensees of such Product.
1.4. “Purchase Options” means software applications or modules nor included in the software Product o releases of the Software Product
thar include new features or functionality and that are released and marketed by Varian as Purchase Options.

“Upgtade Release” means upgrades, enhancements, and improvcments to the features or functionality of Softwate Product that are
released and marketed by Varian as Upgrade Releases.

The terms “Covered Product” and “Software Product” shall include all Maintenance Releases and Mandarory Safery Releases, as well as
Purchase Options and Upgrade Releases, if any, licensed by Varian to Customer.

2. Mandatory Safety Releases

Varian shall provide Customer with and install Mandatory Safety Releases at no additional cost until the larer of (1) the end of life of the
Product specified in a notice by Varian, or (2) such later date as required by any regulatory agency.

1.5.

3. Maintenance Releases
Vatian shall provide Customer with and install Maintenance Releases for Covered Products at no additional cost. Varian may, at its election,

install Maintenance releases remotely if applicable.

4. Upgrade Releases and Purchase Options

Varian shall offer Upgrade Releases and Purchase Options for Covered Products, along with associated installation and training, to Customer
at the prices and upon the terms set farth in the Quotation.

5. Telephone Support
Varian shall provide telephone support Services for Covered at no additional cost through (1) help desk telephone support and (2) technical

telephone support.
5.1. Help Desk Telephone Support. Varian shall provide application help desk support for Covered Products at no additional cost during

standard hours.
5.2. Technical Telephone Support. Varian shall provide technical telephone support for Covered Products at no additional cost during

standard hours.
6. Remote Diagnostic and Remedial Support
Where available and elected by Customer, Varian may provide diagnostic and remedial support Services for Covered Products remotely during
standard houts through SmartConnect® technology or other remote access program at no additional cost.

7. On-Site Support

Where an issue cannot be resolved by telephone or remote support Services, Varian shall provide on-site support Services for Covered Products
during standard hours at no additional cost. Where Vatian can offer on-site supporr outside of Varian's standard hours and such support is
requested by Customer during such hours, Customer agrees to pay for non-standard hours coverage at the hourly rates set forth in Form 1582
(Labor Rates and Working Hours); provided, however, that such after-hours coverage shall be at no additional cost to Customers who have

purchased a non-standard houts coverage option as part of their Service agreement.

8. Periodic Maintenance Inspections

Varian shall provide Periodic Maintenance Inspections (“PMIs”) for hardware Covered at mutually agreed upon times with the
understanding that unless the parties make other arrangements, Customer shall be expected to give access to Varian to begin performing
PMTI's before 1:00 p.m. (local time) to enable the PMI’s to be completed during standard hours. Where Varian can offer to perform PMI's
outside of Varians standard hours and Customer can give access to Varian to begin performing PMI’s before 5:00 p.m. (local time),
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Customer agrees to pay for non-standard hours PMI coverage at the hourly rates set forth in Form 1582 (Labor Rates and Working
Hours); provided, however, thar such after-hours PMI’s shall be at no additional cost to Customers who have purchased a non-standard

hours coverage option as part of their Service agreement.
g

9. Severity Levels and Response Times

“Severity Level 17 means an issue which prevents the performance of any mission critical program functions, and which cannot be
circumvented or avoided on a temporary basis by Customer.

“Severity Level 2” means an jssue which significantly impairs the performance of any mission critical program functions, and which
cannot be circumvented or avoided on a temporary basis by Customer.

“Severity Level 3" means an issue which does nor prevent or significantly impair the performance of any mission critical program
functions, or where such prevention or impairment can be circumvented or avoided on a temporary basis by Customer.

“Severity Level 4” means a low impact issue or documentation issue.

Varian shall give preference to Customers with Covered Products Varian shall respond to Severity Level 1 and 2 issues within thirty
(30) minutes and Severity Level 3 and 4 issues by the next business day. Varian shall continue working Severity Level 1 and 2 issues
until a solution or acceptable workaround is provided. For extended downtime of a Covered Product Varian’s customer support
manager shall notify Varian’s senior service and sales management, including, when required, product and design engineers.
Workarounds do not constitute a resolution of an issue but may result in the issue being reassigned to Severity Level 3. The permanent
resolution of Severity Level 3 and Severity Level 4 issues may appear in future product releases. Varian issue resolution efforts may be
suspended by agreement of Customer or during such period Customer assistance is required to continue effective work and is not
available. Varian will provide contact persons to respond to the different severity level issues. Varian will notify Cnstomer promptly

if it is unable to resolve any issue.

10. Training and Professional Services — General Guidelines

10.1. Entitled Training,
Classtoom training must be attended at the nearest Varian education location, where the class is offered.

a.

b.  The suitable delivery mode of “Associated Training” for an upgrade will be determined by Varian. This may include web based
digital streaming media or Microsoft® Office Live Meeting.

¢ The standard mode of delivering training and training material will be via electronic media,

10.2. Purchased Classroom Training.

Where applicable, travel allowance package that is purchased as part of the Service Level Agreement (“SLA”), is applicable only to
the “Pre-packaged Training Credits” or the “Technical Maintenance Training.” This package must be used within the contract
period. No refunds are allowed for unused portions of this package. Travel and lodging must be booked via a Varian authorized
travel agent and must comply with Varian's travel and lodging policy:

A training event that is pare of an SLA or purchased separately will be forfeited if it is scheduled and then cancelled by the Customer
within two (2) weeks of the training event date. It cannot be reinstated or rescheduled, except when this training is associated with

a.

a software upgrade.
Annual flex credits, purchased as a part of SLA, expire at the end of each SLA yeay, and unused credits do not roll over. Flex credits
purchased separately expite after a year if unused. It is recommended to schedule Flex credit classes eigh (8) to twelve (12) weeks

in advance.

10.3. On-Site Training at Customer’s Facility.
Each day of on-site training or professional services is defined as eight (8) hours — between 8 a.m. to 5 p.m. local time, normal

a.
working days, excluding holidays, Time over eight (8) hours per day will be deducted from remaining balance of the on-site training

entitlement.

Varian employees and agents shall observe the statutory holiday schedules for both Varian and the Customer, and Customer’s site
rules while working on the Customer’s premises. The Customer shall provide, in advance, a copy of the schedule and rules to
Varian.

On-site training or professional services requires that the equipment or software to be used for training is available and in good
working order. Customer shall provide, at no cost to Varian, the use of office space, services and equipment (such as copiers, fax,
machines, modems, and Internet access) as Varian reasonably requires to perform the training or professional services, The
customer staff that is to be trained shall be available during the scheduled time of the training event.

On-site training, when part of a Service Level Agreement, is in lieu of the “Associated Training” defined in the context of upgrades
to the system, and it is not a separate or additional training entitlement. “On-site” applies to the mode of training being on-site

as opposed to being delivered by other means, such as via digital media.

RAD 10203 Copyright 2011 Varian Medical Systetns, Inc. 12/11
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11. Parts

11.1. Provision of Parts. Varian shall provide to Customer all parts required in connection with Support Services for Covered Products at no
additional cost. Parts provided pursuant to Services shall be included within the definition of “Products” for all purposes within Form
1652 except for the length of the warranty period. The Quotation may contain additional terms regarding parts depending on the
support level selected by Customer. This section shall not cover parts ordered for spare or stock.

11.2. Spare Parts Kit. During the support period for a Covered Product, Customer shall maintain a spare-parts kit including all of the spare
parts listed in the Varian standard spare parts list for such Covered Product.

11.3. Parts Inventory. Spare parts that the Customer has on hand shall be available to the Varian Customer Support Representative. If the
Covered Product js under warranty or under a service agreement, the part will be replaced hy Varian ar no additional cost. Ifthe Covered
Product is not under warranty or under a service agreement, it is the responsibility of the Customer to replenish the spare parts stock.

12. Customer Responsibilities

Customer is responsible for purchasing any addidonal hardware, netwotk capacity, or other system components required to operate any
Upgrade Relcases or Purchase Options. Varian shall not be required to provide or support any Upgrade Release or Purchase Option under
warranty or an agreement to provide Services if Customer has not obtained the required hardware, network capacity; or other system

components.
Varian shall have no responsibility or liability for delays caused by Customer.

VARJAN

medical systems
12/11
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State of Tennessee

Health Services and Development Agency

Andrew Jackson Building, 9™ Floor, 502 Deaderick Street, Nashville, TN
37243

www.tn.gov/hsda Phone: 615-741-2364/Fax:615/532-9940

December 9, 2014

Mr. Joseph M. Winick

Senior Vice President ~-Planning & Business Development
Erlanger Health System

975 East 3 Street

Chattanooga, Tennessee 37403

RE:  Certificate of Need Application CN1412-048
Erlanger Medical Center

Dear Mr. Winick,

This will acknowledge our December 5, 2014 receipt of your application for a Certificate
of Need for the initiation of radiation therapy service and acquisition of a new linear
accelerator services at Erlanger East Hospital at 1755 Gunbarrel Road, Chattanooga, TN,
a satellite hospital operating under the license of Erlanger Medical Center, 975 East 3t
Street, Chattanooga (Hamilton County), Tennessee. If approved, Erlanger Medical
Center will replace an existing linear accelerator located at Erlanger Medical Center’s
main hospital campus at 975 East 3'd Street in Chattanooga with the result that the
number of linear accelerator units will not change in the service area. The satellite
hopital’s new service will operate under the existing combined/consolidated license of
Erlanger Medical Center. The radiation therapy service will complement other oncology
services of Erlanger East Hospital.

Several items were found which need clarification or additional discussion. Please
review the list of questions below and address them as indicated. The questions have
been keyed to the application form for your convenience. I should emphasize that an
application cannot be deemed complete and the review cycle begun until all questions
have been answered and furnished to this office.

Please submit responses in triplicate by 4:00 p.m., December 18, 2014. If the
supplemental information requested in this letter is not submitted by or before this
time, then consideration of this application may be delayed into a later review cycle.

1. Section A, Applicant Profile, Item 6

The Warranty Deed dated 1988 for the tract of approximately 27.89 acres is
noted. Absent names of streets as a comparison to the plot plan in the
application, what additional insight can the agplicant provide to document
site control pertaining to Erlanger East Hospital?

2. Section A, Applicant profile, Item 10

Under the notes for this item, the applicant notes a transfer of 70 beds from the
EMC main hospital campus to Erlanger East Hospital in CN0405-047AE.
However, HSDA records for the Certificate of Need, including recent approval
of the project’s 4th extension request, reflect approval for the transfer of 79
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December 9, 2014
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beds in lieu of 70 beds. Review of the CON approval letter & other related
correspondence reveals the project will decrease the main campus beds from 703 to
624 licensed beds and increase the east campus beds from 28 to 107 licensed beds.
Please explain. In your response please also provide the bed complement under EMC’s
consolidated license for its 3 campuses showing all licensed beds by service.

Section A, Applicant Profile, Item 13

The applicant’s contract with United Care of Tennessee for commercial and
Medicare Advantage products is noted. However, please clarify why the
applicant does not have a contract with United Healthcare Community Plan
for TennCare enrollee’s over the age of 21.

New TennCare Managed Care Contract with the Bureau of TennCare will take
effect January 1, 2015 with full statewide implementation for AmeriGroup,
BlueCare Tennessee and United Healthcare. Please indicate the stages of
contract discussions with each MCO for these new and any other contracts.

Section B. Item I (Project Description),

The executive summary is noted. Please include brief descriptions for project
funding, financial feasibility /sustainability for the proposed project.

Section B, Project Description, Item ILA.

The response pertaining to construction is noted. However, the 7,396 total
square teet for the proposed radiation therapy service in the response is less
than the total size OF the project identified in the Square Footage Cﬁart on page
A-16 (8,020 total square eetg. Further the response makes no note of the scope
of work related to the inpatient/outpatient pharmacy that was addressed in

the 11/26/14 architect’s letter on page A-15 of the application. Please explain.

Square footage Chart - The total costs for the areas in the chart were omitted.
Please add this information and submit a revised chart in a replacement page
for the application.

Section B Item Project Description IL.D.

Please describe the applicant’s enhancements pertaining to the development
and operation of EMC’s comprehensive cancer program, including the
addition of a radiation therapy service at Erlanger East Hospital.

Suggested contents to help the Agency gain a better understanding of the
service are as follows: (1) a description of the services of the oncology program
such as surgery, diagnostic and treatment (chemotherapy) services; (2) a
description of any specialized services (e.g., mammuifraphy screening,
community education programs for cancer, etc.); (3) a description of any
specialized equipment for diagnostic and/or treatment services; (4) a
description of hospital/medical staff organizational structures for
coordinating the activities of the oncology program, including information



Mr. Joseph Winick
December 9, 2014

Page 3

systems such as its tumor registry and tumor board; and (5) a description of
EMC’s participation in any clinical investigative protocols through formal
oncology network relationships with other providers.

In your response, please include an estimate of cancer surgeries as a
Eercenta e of EMC’s and Erlanger East’s total surgical procedures in 2012,

013 and 2014. Please also address chemotherapy caseloads at Erlanger east
for these periods going forward Year 1 of the project.

Section B, Project Description, Item IL.LE 1.a - Items land 3

The response to Item 1 matches the $3,065,941 Varian Truebeam vendor
equipment quote vendor effective through March 2015. However, this cost
does not match the total fixed equipment cost in Line 7 of the Project Costs
Chart on page 39 of the application ($5,351,093). Please clarify and reconcile
by identifying all applicable costs for the linear accelerator, including the base
equipment cost, warranty, shipping and taxes.

For clinical applications, please identify and describe the clinical features and
advantages 0]? the unit pertaining to its ability to perform IMRT, IGRT and SRS
procedures, at a minimum. It may be helpful to a better apFreciation of the
project to describe how these items contribute to the applicant’s plans to
provide modern cancer radiation therapy services.

8. Section B, Project Description, Item III (Plot Plan)

The 2 versions of plot plans are noted. For the page A-17 version, Please insert
an arrow that identifies the location & entrance of the proposed radiation
therapy service. For version on page A-18, please revise by including the
names for Gunbarrel and Crane Streets. '

9. Section C, Need, Item 1.a. (Specific Criteria, Construction and Renovation)

Given the project focus on replacement and relocation of one of EMC's two
existing units to its satellite hospital Erlanger East, please provide responses
for the criteria pertaining to construction and renovation criteria in this section
(Summner Regional Hospital, CN1408-036A, may be helpful as an example).

10. Section C, Need, Items 3, 4.A, and 4.B (Service Area)

Item 3 - The county designation and justification of the service area is noted.
The table in the response is based on data from the THA Health information
Network. Since HSDA Equipment Registry Data is also available to measure
patient origin by service, it would be helpful to comparing the table using both
sets of data. Please provide the table using HSDA for radiation therapy
treatments by residents of the 10 county TN service area in 2011, 2012 and
2013. In your response, please note any major differences between the data, as
appropriate.

Item 4.A - your response to this item using data from Claritas and THA Health
Information Network is noted. However, please complete the following chart
using information from the Department of Health population projections.
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[tem 4.B - Please briefly summarize the cancer rate in the service area using data
from the TN Department of Health (TDH) such as the cancer registry or
allsplicable recent publication (e.g. Cancer in Tennessee, 2005-2009). Specifically,
please identif{ cancer use rates by county for the most recent 3 consecutive year
period available and compare to statewide and national averages. Please also
provide the linear accelerator treatments per 1,000 population for the service area
and the State of Tennessee overall. Linear accelerator treatment data is available
from Alecia Craighead at the HSDA offices.

11. Section C, Need Item 5

The table of linear accelerator utilization trends of existing providers in the
service area is noted. Please add columns to the table that identify (1) each
hospital’s mileage from Erlanger East and (2) # procedures by residents of the
10 county TN service area for each provider for each of the periods shown
(please contact Alecia Craighead, Stat III, for assistance with data from the
HSDA Equipment Registry for this response).

Please complete the table below for the utilization of existing linear
accelerators in the 10 count% Tennessee portion of the service area using data
from the HSDA Equipment Registry.

10-County TN Service Area Historical Utilization

Facility | # Units | 2011 2012 2013 % 2013 txs per unit
procedures | Procedures | procedures | Change |[as a % of 7688
11-13 optimal standard

10 County TN
Service Area

EMC Main Campus

EMC as a % of
Providers

12. Section C, Need, Item 6 (Applicant’s Utilization)

Review of the JAR of EMC’s radiation therapy-linear accelerator utilization revealed
discrepancies with HSDA Equipment Registry records. For example, the 2011 JAR
reflects 1,059 inpatient procedures plus 18,582 outpatient procedures for a total of
19,641 radiation therapy procedures compared to the 8,837 total procedures that were
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reported by the applicant to HSDA for the period. The differences in the total
utilization by year between the JAR and HSDA data is noted below:

Comparison of Annual Radiation Therapy Procedures by Reporting Source

Source 2011 2012 2013

HSDA  Equipment | 8.837 9,516 9,519
Registry

Applicant’s JAR 19,641 24,303 24,090
Patients -JAR only | Not reported 916 640
Estimated average # | Not reported 28 per patient 38 per patient
procedures/patient

(JAR only)

Please explain what accounts for the difference in the utilization between what EMC
reported to TDH and HSDA. In your response, please also identify and describe what
patients can expect for a typical course of treatment such as 38 treatments per patient
for a general course of treatment in a given year, 28 per patient for IMRT, etc.

The general utilization for Erlanger Medical Center is noted. However, please respond
to the question specific to for projected utilization linear accelerator services by
completing the table below.

Historical and Projected Linear Accelerator Treatments

2012 2013 2014 Year1 Year 2
(estimated)

% Change
"11-Year 2

Location of
Unit

EMC Main
Campus

Erlanger East
Hospital

Total

As a % of
7,688 optimal
capacity /unit

13. Section C, Economic Feasibility, Item 1 (Project Costs Chart)

The filing fee is short by $2.00. Please revise the chart and submit a
replacement page. Please also remit the additional $2.00 with your response.

Proposed linear accelerator unit - the following definition regarding major
medical equipment cost in Tennessee Health Services and Development
Agency thx]le 720-9-.01 (13)(b) states “ The cost of major medical equipment
includes all costs, expenditures, charges, fees, and assessments which are
reasonably necessary to put the equipment into use for the purposes for which
the equipment was intended. Such costs specifically include, but are not
necessarily limited to the following: (1) maintenance agreements, covering the
expected useful life of the equipment; (2) federal, state, and local taxes and
other government assessments and (3) installation charges, excluding capital
expenditures for physical plant renovation or in-wall shielding.”

Is the $5,351,093 fixed equipment cost listed in Line A.7 of the Project Cost
Chart consistent with this Rule? In your response, please provide a breakout
of the key cost items of the fixed unit that apply to the project. If not, please
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make the necessary equipment cost adjustments and submit a revised Project
Cost Chart.

14. Section C, Economic Feasibility, Item 4 (Historical & Projected Data Charts)

Given the hospital’s satellite facility status under EMC’s consolidated license
and EMC’s plans to continue operation of a linear accelerator at the main
hospital campus, please also provide a Projected Data Chart for the hospital’s
radiation therapy service as a whole (note: the requested Projected Data Chart
would identify the utilization and financial performance based on EMC's 2 linear
accelerator units at both locations).

Please ident'n?r other expenses by completing the following table for both the

Historical anc

Projected Data Charts provided on pages 42 and 43 of the

application.
OTHER EXPENSES

OTHER EXPENSES CATEGORIES Year Year___ Year
1. $ $ $
2, —_—
3. = =
4, = N
5.
6. _—
7. S EN S

Total Other Expenses $ $ 5

15. Section C. (Economic Feasibility) Question 5

The average gross charge, average deduction and average net charge of
EMC is noted. However, please identify for the radiation therapy service of
EMC as a whole and complete the table below.

Average Gross Charge Trend, EMC Radiation Therapy Service

Year # Linear | EMC Radiation Average Gross Average gross
Accelerator Therapy Revenue charge per
Units Treatments (charges) treatment
2011 2 8,837 $9,526,460 $1,078
2012 2 9,516 $9,351,036 $983
2013 2 9,519 $7,999,663 $840
% Change '11-'13 NC +7.8% -16% -22%
2014 (estimated) 2}
2015 (projected) 2
Year 1* 2
Year 2 2 i
% Change O
‘14-Year2
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16.

*Note: Year 1 includes treatments and total gross revenues for both of EMC’s linear accelerator
units (1 at EMIC main campus and 1 at Erlanger East satellite hospital)

The average gross charge for EMC’s existing radiation service for 2013
appears to be $840 per treatment (per HSDA records and applicant’s table on
page 45), a 22% decrease from $1,078 per treatment in 2011. Although the
change in the rate has decreased, the projected average gross charge in Year
1 amounts to a significant increase of approximately 48.3% from EMC's
average gross charge in 2013. Please explain the reasons for the changes

noted above.

It appears that the average gross charge from the Projected Data Chart for
Erlanger East Hospital on page 43 amounts to $1,195 per treatment in Year 1
increasing bfr 4.3% to $1,246 per treatment in Year 2. What accounts for this
increase in light of the existing radiation therapy service’s declining rate
history noted above?

Section C, Economic Feasibility, Questions 6. A and 6.B

Item 6.A - Please respond to this question specific to the proposed linear
accelerator service. In your response, please identify fees for specialized
procedures for this service such as IMRT.

Item 6.B - Please also compare the proposed Gross Charges per Treatment
by quartiles for using the following table:

Gross Charges per Procedure/Treatment
By Quartiles
YEAR = 2013

Equipment Type 1st Quartile Median 3rd Quartile

Linear Accelerator $913.94 $1,113.33 $1,521.69

Source: Medical Equipment Registry — 9/25/2014

17. Section C, Economic Feasibility, Question 7

18.

Please also respond to this question specific to the proposed Radiation
Therapy service.

Section C, Economic Feasibility, Item 9

It appears the combined amount of projected gross operating revenue for
Medicare and TennCare is approximately 55.6% of total projected gross
revenue in Year 1. Please identify the dollar amount ancr percentage of
total projected gross operating revenue anticipated by each payor source
for Year 1 of EMC’s radiation therapy service in the table below (note: the
projected payor mix should be based on 2 units in operation -1 at EMC’s main
campus & 1 at Erlanger East)
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EMC’s Radiation Therapy Service Payor Mix, Year 1

Payor Source

2014 EMC Gross
Revenue
(as a % of total)

Year 1 EMC
Projected Gross
Revenue

19.

20.

(as a % of total)

Medicare

Tenncare

Managed care

Commercial

Self-Pay

Other

Total

Please indicate how medicall?/ indigent patients will be served by the
project. In your response, please identify the number of patients or
procedures to be provided as charity in Year 1 of the project.

Section C, Economic Feasibility, Items 10 and 11

[tem 10 - in comparing the Historical Data Chart to the Operating
Statement on page A-107, it appears there is a difference of approximately
$19 million in Net Operating Revenue for the period ending June 30, 2014
indicating that the applicant’s net operating income may be overstated for
the period. Please explain by discussing what accounts for the differences
between the financial} performance data.

[tem 11- Given the average utilization of EMC’s 2 existing units at
approximately 50% or less of the optimal utilization for linear accelerators
coupled with Erlanger Hast's close proximity to EMC’s main campus (less
than 10 miles) please discuss why simply replacing the outdated unit at
the main hospital may not be a practicable alternative.

Section C, Contribution to Orderly Development, Item 1 and Item 3

[tem 1 - The list of transfer agreements in Attachments A-24 through A-27
is noted. However, some agreements for approximately 5 providers
expired within the last 90 days. Please clarify the status with these
providers.

Item 3 - Please provide the proposed staffing pattern for all employees of
EMC’s radiation therapy service in Year 1 of the project and compare to
the staff salaries/prevailing wage patterns of similar personnel in the
service area. Also, please provide the reference for the area wide wages.

Position Title FTEs Proposed Total FTES | Average Area-wide
Main FTEs Erlanger Wage Average
Campus East Wage

Total
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21. Section C, Contribution to Orderly Development Item 7.c.

There was no plan of correction for the deficiencies noted in the
5/13/2014 survey by TDH, nor was there a copy of an acceptance letter
submitted as noted in the application. Please explain.

22. Section C, Orderly Development, Item 8

The applicant has responded N/A to items 8 and 9. Please provide a
narrative response addressing the question.

23. Outstanding Project Update

A brief two to three sentence update will be appreciated regarding the progress on
the implementation of the following projects:

CN1307-027A —initiation & acquisition of PET/CT unit at EMC main campus
CN1207-034A-Renovation, upgrade and modernization of adult operating rooms
and addition of 4 ORs

CN0405-047A — Erlanger East Expansion

CN1012-056A.- Erlanger North Conversion of 30 acute care beds to 30 skilled
nursing beds & initiation of skilled nursing services

Please include where the project currently stands (i.e., what phase) in the
implementation process, when the projected is expected to be completed and the
expiration date of the Certificate of Need

In accordance with Tennessee Code Annotated, §68-11-1607(c) (5), "...If an application is not
deemed complete within sixty (60) days after written notification is given to the applicant by the
agency staff that the application is deemed incomplete, the application shall be deemed void."
For this application the sixtieth {60 ") day after written notification is February 10, 2015. If
this application is not deemed complete by this date, the application will be deemed void.

Agency Rule 0720-10-.03(4) (d) (2) indicates that "Failure of the applicant to meet this deadline
will result in the application being considered withdrawn and returned to the contact person. Re-
submittal of the application must be accomplished in accordance with Rule 0720-10-.03 and
requires an additional filing fee." Please note that supplemental information must be submitted
timely for the application to be deemed complete prior to the beginning date of the review cycle
which the applicant intends to enter, even if that time is less than the sixty (60) days allowed by
the statute. The supplemental information must be submitted with the enclosed affidavit, which
shall be executed and notarized; please attach the notarized affidavit to the supplemental
information.

If all supplemental information is not received and the application officially deemed complete
prior to the beginning of the next review cycle, then consideration of the application could be
delayed into a later review cycle. The review cycle for each application shall begin on the first
day of the month after the application has been deemed complete by the staff of the Health
Services and Development Agency.

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. > 68-11-1607(d):

(1) No communications are permitted with the members of the agency once the Letter of
Intent initiating the application process is filed with the agency. Communications
between agency members and agency staff shall not be prohibited. Any communication
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received by an agency member from a person unrelated to the applicant or party
opposing the application shall be reported to the Executive Director and a written
summary of such communication shall be made part of the certificate of need file.

(2) All communications between the contact person or legal counsel for the applicant and
the Executive Director or agency staff after an application is deemed complete and
placed in the review cycle are prohibited unless submitted in writing or confirmed in
writing and made part of the certificate of need application file. Communications for
the purposes of clarification of facts and issues that may arise after an application has
been deemed complete and initiated by the Executive Director or agency staff are not
prohibited.

Should you have any questions or require additional information, please contact this office.
Sincerely,

P,

Philip Grimm, MHA
HSDA Examiner
Tennessee Health Services and Development Agency
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CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT
OF
HEALTH CARE INSTITUTIONS

1 Any project that includes the addition of beds, services, or medical equipment will be
reviewed under the standards for those specific activities.

2. For relocation or replacement of an existing licensed health care institution:

a.  The applicant should provide plans which include costs for both renovation and
relocation, demonstrating the strengths and weaknesses of each alternative.

b.  The applicant should demonstrate that there is an acceptable existing or projected
future demand for the proposed project.

3, For renovation or expansions of an existing licensed health care institution:

a.  The applicant should demonstrate that there is an acceptable existing demand for the
proposed project.

b.  The applicant should demonstrate that the existing physical plant's condition warrants
major renovation or expansion.

Page 23 of 54



State of Tennessee

Health Services and Development Agency

Andrew Jackson Building, 9" Floor, 502 Deaderick Street, Nashville, TN
37243

www.tn.govihsda Phone: 615-741-2364/Fax:.615/532-9940

December 22, 2014

Mr. Joseph M. Winick

Senior \/li)ce President -Planning & Business Development
Erlanger Health System

975 East 31 Street

Chattanooga, Tennessee 37403

RE: Certificate of Need Application CN1412-048
Erlanger Medical Center

Dear Mr. Winick,

This will acknowledge our December 18, 2014 receipt of your first squIemental
response and December 22, 2014 receipt of “Additional Information to Supplemental 1”
pertaining to your application for a Certificate of Need for the initiation of radiation
therapy service and acquisition of a new linear accelerator services at Erlanger East
Hospital at 1755 Gunbarrel Road, Chaktanooga, TN, a satellite hospital operating under
the license of Erlanger Medical Center, 975 East 34 Street, Chattanooga (Hamilton
County), Tennessee. If approved, Erlanger Medical Center will replace an existing
linear accelerator located at Erlanger Medical Center’s main hospital campus at 975 East
3rd Street in Chattanooga with the result that the number of linear accelerator units will
not change in the service area. The satellite hospital’s new service will operate under the
existing combined/consolidated license of Erlanger Medical Center. The radiation
therapy service will complement other oncology services of Erlanger East Hospital.

Several items were found which need clarification or additional discussion. Please
review the list of questions below and address them as indicated. The questions have
been keyed to the application form for your convenience. I should emphasize that an
application cannot be deemed complete and the review cycle begun until all questions
have been answered and furnished to this office,

Please submit responses in triplicate by 4:00 p.m., December 29, 2014. If the
supplemental information requested in this letter is not submitted by or before this
time, then consideration of this application may be delayed into a later review cycle.
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1. Section A, Applicant Profile, Item 10
The response with the breakout of beds for Erlanger East and EMC as a whole
is noted. As the applicant mentions, Erlanger East had 2 approved certificate
of need projects (CNO0407-047AE and CNO0407-067A) that resulted in an
increase from 28 to 113 licensed beds. While this confirms the 113 licensed
beds status, it appears there is a slight difference in the breakout by service
between the bed complement chart on page 6 of the application and the table
from the HSDA staff summary for CN0407-067A (excerpted below).
Please briefly clarify and/or provide an update about the breakout of beds by
category.
Current Staffed CN0405-047 Proposed Total at
Licensed Beds Approved Completion
Medical 4 4 51 55
Surgical 8 8 17 25
Obstetrical 16 16 7 23
ICU 4 4
Level IIA 6 6
Total 28 28 79 6 113

Source: HSDA staff summary, CN0407-067A
Section A, Applicant Profile, Item 13

The response regarding the status of coverage with United Care of Tennessee
for commercial and Medicare Advantage products is noted. Given the 43%
projected Medicare mix and 23% commercial mix provided on page 20 of your
supplemental response, what is the estimated # of enrollees for the proposed
service that would need to seek services elsewhere from other providers with
linear accelerator units and what assistance would be available from EMC for
same?

Section B Item Project Description I1.D.

The description of Erlanger East Hospital’s cancer program is noted. Just to
gain some perspective, review of the Joint Annual Report for EMC revealed 17
inpatient and 848 outpatient for a total of 865 chemotherapy patients in
calendar year 2103. Is the 700 estimated chemotherapy patient caseload at
Erlanger East additional to volumes at the main EMC hospital campus or is
some level of shifting expected in the near future? Please address the impact, if
any.

As for surgeries, review of the 2013 JAR revealed 23,870 inpatient and 27,951
outpatient for a total of 51,821 total surgical procedures in CY2013. What was
the approximate percentage of surgeries related to cancer during the period?
Could the projected cancer surgery caseload mix at Erlanger East be similar to
the historical composition of cancer surgeries at EMC? Please discuss.
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4. Section B, Project Description, Item ILE 1l.a - Item 1 and Section C,

Economic Feasibility, Item 1 (Project Costs Chart)

The response with revised Project Costs Chart identified $3,065,941 for the
urchase of a Varian Truebeam unit, $690,345 for a CT simulator and
1,458,984 for the cost of a 5-year service agreement for a total medical

er?luipment cost of $5,215,270 as noted in line A.7 of the revised chart. Review

of the October 2, 2014 vendor quote by Varian Medical Systems revealed that
the cost of a 5 year service agreement for the unit was missing from the quote.

Please provide documentation such as an addendum to the vendor quote that

supports the linear accelerator unit’s $1,458,984 service cost. In addition, what

are the amounts included for shipping and taxes in the revised Project Costs

Chart? Please clarify.

Section C, Need, Item 1l.a. (Specific Criteria, Megavoltage Radiation
Therapy))

As requested by HSDA staff on 12/18/14, responses to the criteria for the
Prolfosed service at Erlanger East Hospital were provided on 12/22/14 as
‘Additional Information to Supplemental 1”. Thank you for providing the
additional information. There are a few questions for clarification that need to
be addressed as follows:

Item 1.a - It appears that the applicant has misunderstood the criterion. The
criterion applies to linear accelerators that are not dedicated to performing
SRT and/or SBRT procedures. Please provide a response for each of the items
noted in the question (items i-iv).

Based on Year2 projected utilization of 5,500 procedures or approximately 92%
of the 6,000 roced]ure minimal procedure standard, it appears unlikely that
the proposed unit will reach optimal utilization of 7,688 procedures by Year 3.
When does the applicant expect to achieve the optimal utilization standard for
the unit? Is this consistent with historical utilization of the 2 existing units at
the EMXC's main hospital campus? Please explain.

Item 2.a - based on the responses to the 12/18/14 supplemental response, the

applicant explained that it has understated annual utilization in reports to the

HSDA Equipment Registry. The applicant’s revised linear accelerator volumes

1Eom]:)aret to current HSDA utilization data on record are shown in the table
elow.

Year Revised Procedures Current Procedures
CN1412-048 as Reported to
(Item 15, HSDA
Supplemental 1)
2011 9,756 8,837
2012 10,134 9,516
2013 9,934 9,519

Please revise the historical utilization in both tables of this item. Important
note: in order to complete our initial review of the application, the revised
linear accelerator procedures with supporting detail such as a breakout by
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CPT codes and reasons for the change must be reported to HSDA. Please
contact Alecia Craighead, HSDA Stat I1I, to revise the data.

Item 7- HSDA Equipment Registry Reports: as noted above for Item 2.a. The
applicant has reported different historical utilization for EMC in the 12/18/14
supplemental response to CN0412-048. Please contact Ms. Craighead to report
the new amounts for 2011 - 2013.

Section C, Need, Item 5 (Historical Utilization)

As noted in question 5 above, the applicant has revised the historical
utilization for its radiation therapy service. The utilization for EMC in the
table provided for the response to this item épage 12) should be consistent
with the applicant’s historical volumes reported in the 12/18/14 supplemental
response to CN0412-048. Please contact Alecia Craighead to report the
changes, and then revise both tables provided in the response for this item.

Section C, Economic Feasibility, Item 4 (Historical & Projected Data Charts)

The Projected Data Chart for the hospital’s radiation therapy service as a
whole tfmt identifies the utilization and financial performance of EMC's 2
linear accelerator units at both locations is noted. Please complete the table
below illustrating key aspects of the EMC radiation therapy service’s financial
performance from 2013 to Year 2 of the project.

Year Utilization Gross Average Net [ NOIasa
Revenue Gross Operating % of
Revenue per Income Total
procedure (NOIJ) Gross
Operating
Revenue
2013
2014
(estimated)
Year 1
Year 2
% Change "13
to Year 2

Section C. (Economic Feasibility) Question 5

The gross revenue amounts and in the table provided in the response for this
item are different (and lower) than the amounts provided on page A-12 of the
Projected Data Chart for the EMC radiation therapy service. As a result, the
average Year 1 and Year 2 gross charges in the table provided in the response
are lower than the amounts that follow from the Projected Data Chart ($1,195
in Year 1 and $1,220 in Year 2). Please make the necessary revisions and
changes to the gross revenue and average gross charge columns of the table
such that the amounts are consistent wi§1 the Projected Data Chart provided
in Supplemental 1.
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10.

With respect, to EMC's historical utilization, please contact Ms. Craighead to
report the changes and provide the supporting CPT information needed for
approval.

It appears that the average gross charge from the Projected Data Chart
provided in Supplemental 1 for EMC on page A-12 amounts to $1,195 per
treatment in Year 1 increasing by 2.1% to $1,220 per treatment in Year 2. What
accounts for this increase in light of the existing radiation therapy service’s
declining rate history noted above?

Section C, Economic Feasibility, Questions 6. A and 6.B

The response is noted. For Item 6.A, please also compare the proposed charges
by procedure classification provided on pages A-13 and A-14 to the current
Medicare Allowable fee schedule.

Section C, Economic Feasibility, Item 9

The response is noted. Please show the total gross revenue amounts for EMC's
service in Year 1 by payor mix in the table below. Please note that the projected
payor niix should be based on 2 units in operation during the first year of the project -
1 at EMC’s main campus & 1 at Erlanger East).

EMC’s Radiation Therapy Service Payor Mix, Year 1
Payor Source | Year 1 EMC total as a % of total gross
gross revenue revenue

Medicare
Tenncare

Managed care
Commercial
Self-Pay
Other

Total

11. Section C, Contribution to Orderly Development, Item 7.c.

The plan of correction on pages A-17 — A-50 is noted. However, acceptance of the
POC by an authorized representative of the Department of Health appears to have
been omitted from the response. Please provide the documentation.

In accordance with Tennessee Code Annotated, §68-11-1607(c) (5), "...If an application is not
deemed complete within sixty (60) days after written notification is given to the applicant by the
agency staff that the application is deemed incomplete, the application shall be deemed void."
FFor this application the sixtieth (60“') day after written notification is February 10, 2015. If

this application is not deemed complete by this date, the application will be deemed void.

Agency Rule 0720-10-.03(4) (d) (2) indicates that "Failure of the applicant to meet this deadline
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will result in the application being considered withdrawn and returned to the contact person. Re-
submittal of the application must be accomplished in accordance with Rule 0720-10-.03 and
requires an additional filing fee." Please note that supplemental information must be submitted
timely for the application to be deemed complete prior to the beginning date of the review cycle
which the applicant intends to enter, even if that time is less than the sixty (60) days allowed by
the statute. The supplemental information must be submitted with the enclosed affidavit, which
shall be executed and notarized; please attach the notarized affidavit to the supplemental
information.

If all supplemental information is not received and the application officially deemed complete
prior to the beginning of the next review cycle, then consideration of the application could be
delayed into a later review cycle. The review cycle for each application shall begin on the first
day of the month after the application has been deemed complete by the staff of the Health
Services and Development Agency.

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. 5 68-11-1607(d):

(1) No communications are permitted with the members of the agency once the Letter of
Intent initiating the application process is filed with the agency. Communications
between agency members and agency staff shall not be prohibited. Any communication
received by an agency member from a person unrelated to the applicant or party
opposing the application shall be reported to the Executive Director and a written
summary of such communication shall be made part of the certificate of need file.

(2) All communications between the contact person or legal counsel for the applicant and
the Executive Director or agency staff after an application is deemed complete and
placed in the review cycle are prohibited unless submitted in writing or confirmed in
writing and made part of the certificate of need application file. Communications for
the purposes of clarification of facts and issues that may arise after an application has
been deemed complete and initiated by the Executive Director or agency staff are not
prohibited.

Should you have any questions or require additional information, please contact this office.

Sincerely,

Philip Grimm, MHA
HSDA Examiner
Tennessee Health Services and Development Agency
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